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HIGHWAY TRUST FUND AND FEDERAL AID HIGHWAY 
FINANCING PROGRAM 


WEDNESDAY, JULY 22, 1959 


Houser or 
ComMirrre on Ways AND MEANS, 
Washington, D.C. 

The committee met, pursuant to notice, at 10 a.m., in the committee 
hearing room, New House Office Building, Hon. Wilbur D. Mills, 
chairman of the committee, presiding. 

The CHamMan. The committee will please be in order. 

Today, we begin several days of public hearings on the subject of 
the financing of the Federal aid a program. As I stated 
in the press release announcing these hearings, the committee will 
receive testimony with regard to the immediate temporary financing 
problem which exists relative to the highway trust fund as well as 
with regard to financing the highway program over the long term 
and the status of the trust fund throughout the total program. As 
I further indicated in the press release, it is hoped that witnesses 
will place emphasis on the immediate epmigas problems. 

We are aware of the recommendations which have been made by 
the President with respect. to an increase in the Federal gasoline tax 
of 11% cents per gallon for the period until July 1, 1964. Other 
suggestions have also been made with respect to the immediate prob- 
lems facing the highway trust fund. 

The Committee on Ways and Means, due to its very heavy legis- 
lative agenda, shall be able to devote at this time only approximately 
3 days to these public hearings. A large number of witnesses re- 
quested to be heard. The witnesses have been asked to limit their 
statements to the number of minutes set forth in the calendar, the 
time indicated therein being allocated in accordance with the total 
time available to the committee. 

On behalf of the committee, I wish to express appreciation for 
the cooperation of the prospective witnesses for confining their state- 
ments to the time allocated and for coordinating their testimony with 
others who have a similar interest. 

As I further indicated in the press release, we will be pleased to 
receive for the record and for the consideration of the Members’ 
statements by those who choose to file rather than to appear before 
the committee personally. 

Without objection, at this point in the record, I will include the 
press release which J issued announcing these hearings. 

(The press release follows :) 
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2 HIGHWAY FINANCING PROGRAM 


CHAIRMAN WILBUR D. MILLs, DEMOCRAT, OF ARKANSAS, COMMITTEE ON WAYS AND 
MEANS, HOUSE OF REPRESENTATIVES, ANNOUNCES PUBLIC HEARINGS TO BEGIN 
ON JULY 22, 1959, ON FINANCING THE FEDERAL HIGHWAY PROGRAM 


The Honorable Wilbur D. Mills, Democrat, of Arkansas, chairman, Committee 
on Ways and Means, House of Representatives, today announced that the com- 
mittee has scheduled public hearings to begin on Wednesday, July 22, 1959, for 
the purpose of receiving testimony on the subject of the highway trust fund and 
the problems incident to the financing of the Federal highway program. 

Chairman Mills stated that the committee will receive testimony with regard 
to the immediate temporary financing problem which exists relative to the high- 
way trust fund as well as with regard to financing the highway program over the 
long term and the status of the trust fund throughout the total program, 
Emphasis will be on the immediate financing problems, however, Mr. Mills 
stated. 

The hearings will include, therefore, testimony which witnesses may desire to 
offer on the recommendations of the President for a temporary increase of 1% 
cents in the Federal gasoline tax, proposals which have been suggested for su- 
spension of the so-called Byrd amendment, proposals which have been suggested 
for transferring moneys from the general fund to the highway trust fund, 
proposals which have been suggested for the issuance of a special class of bonds 
against the assets of the highway trust fund, proposals for etxending the existing 
financing period, proposals for stretching out the program, and any other pertinent 
and relevant proposals which witnesses may desire to discuss. 

It is anticipated that the leadoff witnesses will be representatives of the in- 
terested Government agencies and departments, including the Treasury Depart- 
ment and the Bureau of Public Roads, Department of Commerce. 

Chairman Mills emphasized that the Committee on Ways and Means has al- 
ready a very heavy legisaltive schedule and that time available for these hearings 
will be limited. This means that it is absolutely necessary for all persons and 
groups with similar interests to designate one spokesman to represent them at 
these public hearings. This also means that, generally peaking, the committee 
will be able to hear only one spokesman for an industry group. An exception 
will be made in those cases where there are differences of views within an indus- 
try group. In such cases the request to be heard should set forth, generally, these 
differences. Other persons and groups within an industry desiring to do so will 
be permitted to file written statements for inclusion in the printed record of the 
hearings. Along this line it is suggested that the various organizations which 
are affiliated with a national organization coordinate their presentation. It is 
essential that repetitious testimony be avoided. The time allocated each witness 
will be determined by the total number of witnesses and the total time available 
for the hearings. 

Persons who may be interested in appearing and testifying should submit 
their request to Mr. Leo H. Irwin, chief counsel, Committee on Ways and Means, 
1102 New House Office Building, Washington, D.C., as soon as possible and in 
any event not later than July 16, 1959. Due to the necessity of allocating time in 
advance of all witnesses no time can be allocated if a request is received after 
the close of business July 16. 

It is essential that all persons requesting to appear and testify indicate: 

(1) the general subject and tenor of their testimony ; 
(2) the amount of time required for their direct testimony; and 
(3) the name and address of the witness who will present the testimony for 
the organization or group concerned, 
in order for the staff to allot time and to properly arrange a schedule for the 
hearings. 

All persons who desire to do so may submit a written statement in lieu of a 
personal appearance. Such statements will be considered by the committee and 
also printed in the record of the hearings. It is requested that persons who sub- 
mit such statements in lieu of a personal appearance do so by not later than 
July 24, 1959.- A minimum of three copies of such statements should be submitted. 

In accordance with the rules of the committee, persons who are scheduled to be 
heard are requested to submit 60 copies of their prepared statement to the chief 
counsel 24 hours in advance of their scheduled appearance. If a witness desires 
to also make available copies of his statement to the press and interested public, 
an additional 50 copies should be submitted by the date of his appearance. 
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Persons who submit a written statement for the record in lieu of an appearance 
may also provide an additional 50 copies of such statement if they desire it to be 
made available to the press and the public. 

We are pleased this morning that our first witnesses are the Hon- 
orable John J. Allen, Jr., and the Honorable Bertram D. Tallamy. 
Mr. Allen is the Under Secretary for Transportation of the Depart- 
ment of Commerce. He was trained for that position for a number of 
years by serving here in the House of Representatives, and we appreci- 
ate the fact that he is back home with us this morning. 

Mr. Allen, you are recognized, sir, to proceed in your own way. But 
before you do proceed, let me suggest to the members of the committee 
that we hear both Mr. Allen and Mr. Tallamy, whose statements are 
closely related and set forth the whole picture, before we interrogate 
either of them. 

With that understanding, Mr. Allen, you are recognized, and we will 
hear Mr. Tallamy immediately following your statement. 


STATEMENTS OF HON. JOHN J. ALLEN, JR., UNDER SECRETARY FOR 
TRANSPORTATION, AND HON. BERTRAM D. TALLAMY, FEDERAL 
HIGHWAY ADMINISTRATOR, BUREAU OF PUBLIC ROADS, OF THE 
DEPARTMENT OF COMMERCE; ACCOMPANIED BY J. C. ALLEN, AS 
THE COMMISSIONER FOR ADMINISTRATION, BUREAU OF PUBLIC 
ROADS; AND F. C. TURNER, CHIEF ENGINEER, BUREAU OF 
PUBLIC ROADS, ALL OF THE DEPARTMENT OF COMMERCE 


Mr. Joun J. Auten. Thank you, Mr. Chairman. 

Before I start my prepared statement, may I say it is a pleasure 
to be back. I enjoy thoroughly the privilege of keeping alive the 
acquaintanceships which were so happy over the years just past. 

Mr. Chairman and members of the committee, I appreciate this 
opportunity to aya the views of the Department of Commerce 
with respect to the financing problem which exists in connection with 
the highway trust fund. 

As you know, the Highway Revenue Act of 1956 established the 
principle that highway users, rather than general taxpayers, should 
pay the cost of Federal-aid highways. This act established the high- 
way trust fund, and this trust fund has been the depository for rev- 
enues from the Federal motor fuel taxes and certain other Federal 
taxes on highway users. It is from these receipts that expenditures 
have been made for the Federal share of the costs of the Federal-aid 
highway projects. 

t is anticipated that beginning in October of this year, a deficit 
will occur in the highway trust fund. This deficit, which results from 
(1) increased authorizations in 1958, and (2) suspension of the pro- 
visions of section 209(g) of the Highway Revenue Act without pro- 
viding for additional revenues, is estimated at about $500 million by 
the end of the fiscal year 1960. 

Because of the provisions of section 209(g), it will be necessary, 
unless additional revenues are made He to forego completely 
any apportionment of interstate funds during the calendar year 1959— 
for al year 1961—and the apportionment during the calendar 
year 1960—for fiscal year 1962—would amount to a maximum of onl 
$500 million. Thereafter, interstate apportionments would throug 
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1964 amount to $1.6 billion annually, or about three-fourths of the 
annual amount authorized by statute. 

In order to provide additional funds for financing the highway 
program during the fiscal years 1960 and 1961, and to permit appor- 
tionment of the full amounts authorized to be appropriated for the 
Interstate System for the fiscal years 1961 and 1962, without waiving 
the provisions of section 209(g), the President recommended in his 
1960 budget message that motor fuel taxes be temporarily increased 
by 114 cents per ge Tlon, such increase to become effective July 1, 1959, 
and to remain in effect through the fiscal year 1964. 

In expressing concern on two occasions that no action has been 
taken on his proposal, the President commented on certain other pro- 
posals. In a message to the Congress dated May 138, 1959, the Presi- 
dent stated that the suggestion that receipts from the manufacturers’ 
excise tax on automobiles be earmarked for the trust fund was an 
unsatisfactory alternative, since the transfer of these receipts, run- 
ning about a billion dollars a year, from the general fund to the 
highway trust fund, would only mean that the problem would then be 
to raise new taxes to replenish the losses to the general fund. He 
also said that an even more unsatisfactory alternative would be waiver 
of the provisions of section 209(g), since “this would only be a refusal 
to face reality.” In a statement for the press dated June 25, 1959, the 
President said that the only serious alternatives then being considered 
by the Congress, “waiving the Byrd pay-as-you-go amendment or 
diversion of other taxes,” would solve nothing, and that either of these 
alternatives would be unacceptable to him. 

There is another proposal which I think should be referred to 


rather briefly. That is the proposal providing for the issuance of a 
special class of bonds against the future moneys of the highway trust 
fund. This Department is opposed to such a proposal. It cannot be 
reconciled with the pay-as-you-go principle supported by both the 
Congress and the President. 
This Department urges that oe be enacted implementing 


the President’s recommendation for a temporary increase in motor 
fuel taxes, which is designed to maintain the trust fund on a self- 
supporting basis. The Congress recognized that there might be tempo- 
rary imbalances between receipts and expenditures in the annual 
financing of the interstate program when it specifically declared in 
section 209(b) of the Highway Revenue Act that it was its policy 
to enact legislation, if required, to maintain a balance of total receipts. 
and total expenditures in the trust fund. Failure to enact legislation 
providing for additional revenues for the highway trust fund so as to- 
permit of the full amounts authorized to be appro- 
priated for the Interstate System for the fiscal years 1961 and 1962 
would mean a diminution of the rate at which the program has been 
developed, a dispersal of the skillful and effective organizations, both 
public and private, which have been enlarged for the purpose of carry- 
ing out the highway program, and a delay in carrying out the objec- 
oe of the Congress as set forth in the Federal-Aid Highway Act of 

The proposed increase would be temporary. Insofar as long-range 
methods of financing are concerned, this Bopartabant believes that 
consideration of any adjustment in such methods should be deferred 
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until January 1961, when two important reports will be submitted 
to the Congress. The first of these is the report to be submitted 
pursuant to section 210 of the Highway Revenue Act of 1956. This 
report will present the conclusions derived from a 4-year study of 
highway user taxes, direct and indirect beneficiaries of the highway 
systems, and the findings regarding the equitable distribution of high- 
way taxes among the various classes of users and those otherwise 
deriving benefits from highways. The other report is the second de- 
tailed estimate of the cost of completing the Interstate System. In 
1961, therefore, the Congress, with the benefit of these two basic re- 
ports, will have the opportunity to consider what taxes should be 
imposed and the equitable distribution of taxes for highway pur- 
poses, and to provide for appropriate financing and schedule of au- 
thorizations to complete the Interstate System. 

Mr. Bertram D. Tallamy, Federal Highway Administrator, will 
discuss the status of the financing of the Federal-aid highway 
program, 

The Caatrman. Mr. Allen, we thank you, sir, for your statement 
and your appearance before the committee with the information you 
have given us. 

In accordance with the understanding at the beginning, the Chair 
will recognize Mr. Tallamy at this point, and then the committee may 
question both gentlemen at the conclusion of Mr. Tallamy’s statement. 

Mr. Tallamy, we are pleased to have you with us, and you are 
recognized. 

Mr. Tattamy. Thank you, Mr. Chairman, and members of the com- 
mittee, I appreciate the opportunity to present certain facts and views 
on the highway program which I hope will be helpful in your con- 
sideration of the highway financing proposals before you. It is 
noted that you are particularly interested in the immediate financing 
problem but that the hearings are also concerned with the long-range 
problem. Consequently, I propose to confine my remarks to those two 
primary concerns and matters intimately related to them. 

By way of introduction, it might be helpful to mention briefly 
the scope of our Federal-aid highway programs, both physically 
and financially, and some of their historical aspects. 

The 1956 Federal Aid Highway Act, as you know, substantially 
enlarged the program for the construction and reconstruction of pri- 
mary and secondary highways and their urban extensions. We in the 
highway field call this the ABC program. It was increased from a 
previous high of $700 million per year to an apportionment of $900 
million for the 1960 fiseal year. The 1956 act relating to the Inter- 
state System was an outgrowth of previous acts and official reports 
of the executive department to the Congress going back as far as 1939. 
The initial concept of an Interstate Highway System was first officially 
presented to the Congress in that year. This concept developed and 
took shape through many reports and congressional and executive 
actions until it was embodied in the Federal-Aid Highway Act of 1944 
with the act of 1956 providing financing and designating it as the 
National System of Interstate and Defense Highways. That system, 
as specified in these acts, is required to connect the principal metro- 
politan areas and industrial centers in the United States in the most 
direct manner consistent with giving local needs appropriate atten- 
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tion, as well as the requirements of interregional traffic and the 
national defense. 

The 1956 legislation, to accelerate the improvement of the Inter- 
state System as well as the ABC program, established the highway 
trust fund as a depository for revenues from Federal motor fuel taxes 
and other highway user taxes, the receipts from which are being used 
to advance the highway program. This legislation also established 
authorizations of funds to be apportioned to the various States start- 
ing in fiscal 1957 and continuing through fiscal 1969 for construction 
of the Interstate System. These authorizations totaled $24.825 bil- 
lion, which was estimated to be the Federal cost of completing the 
system on a 90-percent Federal, 10-percent State sharing basis. 

However, an extremely important section of the Highway Revenue 
Act of 1956 stipulated that apportionments to the States of interstate 
authorizations were restricted to amounts that the highway trust fund 
could liquidate as the expenditures resulting from the apportionments 
came due. In other words, to the extent that the trust fund could not 
support the expenditures, the apportionment could not be made. The 
1956 legislation recognized that this would actually restrict apportion- 
ments for the Interstate System during a part of the program consid- 
erably below the authorized levels. 

As a matter of fact one of the first actions of the Bureau of Public 
Roads after enactment of the legislation of 1956 was to determine 
how the annual authorizations could be apportioned under that limit- 
ing provision, section 209(g) of the Highway Revenue Act of 1956. 
The Department of Commerce and the Bureau of Public Road testi- 
fied before the Senate and the House Committees on Public Works 
on numerous occasions, starting early in 1957, that under this provi- 
sion and under the revenue provisions of the act, we would not be able 
to —e more than $1.6 billion for the Interstate System for 
fiscal 1960. 

However, the 1956 legislation recognized the need for expediting 
the construction of the Interstate System in view of increasing eco- 
nomic and national defense requirements by authorizing apportion- 
ments over a 13-year period and declaring the intent of completing 
construction in all of the States by 1972. 

In conformance with this directive, State highway departments 
expanded their organizations. The highway contractors, the ma- 
terials and equipment producers, and other members of the road- 
building term greatly expanded their forces and built up inventories 
aot rp | to carry on the program in accordance with the intent of the 
aw. 

Standards for constructing the Interstate System, based upon the 
experience of years of progressive development of that type of high- 
way, were adopted and approved by the Department of Commerce in 
cooperation with all of the States, as required by the act. Plans were 
prepared, rights-of-way purchased, families moved, and_ business 
establishments vibonbited as necessary to make way for the expeditious 
advancement of the program. As a result we are on schedule today. 
Eight thousand miles of interstate highway construction projects 
have been undertaken at a cost of $3.8 billion in Federal funds and 
$0.5 billion in State funds, and 4,000 project miles have been com- 
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leted. In addition, State and Federal obligations to the extent of 
61 billion have been made for the purchase of rights-of-way and 
for the development of necessary plans. The entire industry is geared 
to continuing the program efficiently as required under the 1956 legis- 
lation. 

This very expedition, however, is the major part of our immediate 
problem today because the 1958 act added highway construction work 
for both the ABC program and the interstate program greatly in ex- 
cess of that contemplated by the 1956 acts and in excess of the apparent 
ability of the trust fund to finance. For example, as stated before, 
by the terms of the 1956 legislation, only $1.6 billion of interstate 
funds could have been apportioned for fiscal 1960. The 1958 act raised 
that. figure to $2.7 billion, or $900 million more than the trust fund 
could support. In addition, it directed that another $200 million be 
apportioned for the 1959 fiscal year. And for the ABC program, it 
directed that $400 million additional be apportioned for work on those 
systems in excess of the trust fund’s capacity and furthermore pro- 
vided another $115 milion in the form of loans for this special pro- 
gram. In other words, the 1958 act directed the apportionment of 
$1.6 billion more than the trust fund could support. Also, since it was 
an antirecession measure, the act stipulated that the $400 million item 
and the $115 million in loans were to be placed under construction 
contract by December 1, 1958, for completion by December 1, 1959. 
This item alone approximates the anticipated deficit for the fiscal 1960. 

The 1958 act, while directing those apportionments to be made for 
fiscal 1959 and 1960, did not for 1961 and subsequent apportionments, 
change the provisions of the 1956 acts relating to the need for obliga- 
tions to be kept within the capacity of the trust fund to liquidate. 
Consequently, with deficits resulting from the apportionments under 
the 1958 act, none of the authorized $2.5 billion apportionment for 
the Interstate System work for fiscal 1961 can be made—which ap- 
portionment would normally be made about July or August 1959— 
also according to our present estimate, only a maximum of $500 mil- 
lion can be apportioned for the 1962 fiscal year—which apportion- 
ment would normally be made about July or August 1960—as com- 
pared to the authorized $2.2 billion. Under these conditions of lim- 
ited apportionment we anticipate a deficit of about $500 million for 
fiscal 1960, which would accumulate to $1 billion in 1961, be reduced 
to $600 million in 1962, and balance out in fiscal 1963. If the pro- 
gram were to go forward in accordance with authorized apportion- 
ments under existing legislation for the Interstate System, and dis- 
regarding section 209(g¢) of the Highway Revenue Act of 1956, the 
accumulated deficits would increase to an estimated $1.3 billion for 
1961, $2.1 billion for 1962, $3.1 billion for 1963, $3.9 billion for 1964, 
which deficits would not be eliminated until after 1972 based on pres- 
ent revenue estimates. 

To meet the problem and also to continue the Interstate Highway 
construction work without interruption, the President has recom- 
mended a 114 cent motor fuel tax increase. Even so, it is unlikely 
that a tax increase could be made effective before September 1, and 
a temporary deficit of approximately $250 million would occur in the 
fund but would be erased sa June 30, 1960. 
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If no action is taken this session to increase the trust fund revenues, 
it will be necessary, in order to avoid serious delinquencies in our pay- 
ments to the States, to halt for a period of about 9 months all further 
approvals of construction, engineering, and purchase of right-of-way 
against apportionments which have been in previous years and now 
remain unobligated, in order to permit revenues to catch up with ex- 
penditures. Even then it would be impossible to reimburse the States 
promptly this fall by an amount which will accumulate to maximum 
of about $400 million in January but which would reduce to a deficit 
of about $150 million by the end of the year. This is a critical situa- 
tion. 

yentlemen, this is the immediate problem. It is extremely acute, 
and I certainly hope it will be solved. But of itself it has no direct 
relation whatsoever to the long-range financing problem which is 
brought about by the 1958 estimate of the cost of completing the Inter- 
state System. The same immediate problem would have prevailed as 
a result of the 1958 act if the cost estimate proposed in 1955 had been 
used. It would merely have meant under those circumstances that 
the equivalent dollar amount of increased work resulting from the 
1958 act would correspondingly be eliminated in the last years of the 
program. In other words, expediting it in fiscal 1959, 1960, and 1961 
would have meant reducing the size of the program during the late 
1960's and early 1970’s by the amount of the earlier acceleration. 

The executive budget recommendation of a 144-cent increase in 
the motor fuel tax through fiscal 1964 is an interim financing measure, 
and was purposely not advanced as a solution to the long-range prob- 
lem. The reason is that in 1961 a report, which has been under care- 


ful ke ra and development since the 1956 acts, will be submitted 


to the Congress. This report will furnish information on both high- 
way user and nonuser benefits so that an adjustment can be made 
between those benefits and existing taxes if such is found necessary. 
Another matter of significance is that a new estimate of the cost of 
completing the Interstate System will also be presented in 1961. 
Thus, at that time, the Congress will have the opportunity to develop 
a long-range financing plan in the light of factual, up-to-date infor- 
mation on all highway beneficiaries, the cost of completing the system, 
and existing revenues going into the trust fund. 

Inaction by the Congress at this session regarding the temporary 
increasing of trust fund revenue would result in the following: 

(1) a 9-month stoppage of all contracting for new highway 
construction and right-of-way acquisition ; 

(2) the delayed payment of many vouchers submitted by the 
States for reimbursement of money already expended by them 
for outstanding contracts; and 

(3) nearly cut in two the total Interstate Highway construc- 
tion authorized for the fiscal years 1960 through 1963. 

The recommended temporary motor fuel tax increase would for all 
practical purposes solve all of those problems. 

However, since the committee has indicated an interest in the longer 
range financing problem, we have worked out an analysis of what it 
would entail in the way of a construction stretchout in order to com- 
plete the Interstate System within the terms of the existing 1956 and 
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1958 acts, necessarily disregarding the specified date of completion of 
the entire system and termination of the trust fund. In order to do 
this we have projected the ABC program at an average of $925 mil- 
lion annually through the remaining expected life of the Interstate 
construction program, which amount is the authorized level for that 
work for fiscal 1961. 

On the Interstate program, after the moratorium period, construc- 
tion work could be resumed in 1961 at an annual $1.5 billion level, at 
which rate it could continue through fiscal 1964, and from which time 
on to the end of the program it could increase progressively until it 
reached a maximum $2.4 billion per year in 1975. This schedule 
would take until the middle of fiscal year 1978 to finish the program. 
It should be pointed out that the Interstate System is being designed 
to accommodate with top efficiency the traffic forecast of 1975, and 
thus these premises are not. in precise balance. 

The attached tables 1—-A, 1—B, and 1-C are included for the record 
to show the apportionments that could be made, the obligations, the 
expenditures and condition of the trust fund under the various as- 
sumptions of conditions which I have indicated. 

I strongly recommend that the Federal-aid programs continue at 
the authorized level. To hold both the ABC and the interstate high- 
way program for a 9-months period would represent a serious setback 
in the construction of highways necessary to properly and safely 
serve the increase in motor vehicles and in traffic. It is even more im- 
portant now that these highway improvements be quickly accomp- 
plished from a defense point of view, considering the increasing 
dependence upon adequate highways for every imaginable type of war 
and civilian survival efforts in case of enery attack. 

A delay would seriously affect State highway department organ- 
izations, contractors, equipment, and material companies, all of whom 
have built their capacities of manpower, material, and equipment for 
a continuing program and one based on contemplated authorizations. 
The holding of many vouchers for reimbursement to the State for 
expenses to which they have been put, starting in October, of this 
oe and which there was an agreement to meet, will work financial 

ardships upon the States and the contractors. 

We do not believe, however, that it is desirable at this time to 
develop a solution to the long-range financing problem in view of the 
desirability of predicating it upon the vay. Laceren reports of cost 
and user and nonuser benefits to be submitted to the Congress in 
January of 1961. At that time, in the light of the most up-to-date 
basic information, a plan can be created which will probably reflect 
with greater certainty a proper distribution of highway costs. 

I appreciate the opportunity the committee has afforded for the 
presentation of the problem as we see it and trust that the committee 
will take action at an early date to solve it. 

The Cuamman. Mr. Tallamy, you want these tables included in the 
record, do you not? 

Mr. Tattamy. Yes, I do, Mr. Chairman. 

The CHairMan. Very well. Without objection, they will be in- 
cluded at the conclusion of your statement. 

(The tables referred to follow :) 
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TaBLe 1—A.—Interstate apportionments, obligations, and expenditures, and trust 
fund balances, with 14% cents additional motor fuel tax, 1960-64 


{Millions of dollars] 


Apportionments Obligations Expenditures Trust fund balance 


Cumu- | Annual | Cumu- | Annual | Cumu- Cumu- 
lative lative lative lative 


11958 act authorizations; actual apportionments would depend on revenue available after 1964. 


TABLE 1-B.—Interstate apportionments, obligations, and expenditures, and trust 
fund balances, under existing legislation 


[Millions of dollars} 


Apportionments Obligations Expenditures Trust fund balance 


Cumu- | Annual | Cumu- | Annual | Cumu- | Annual | Cumu- 
lative lative lative lative 


1, 000 
2,7 
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4 
7 
7 
7, 
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TABLE 1-C.—Interstate apportionments, obligations, and expenditures, and trust 
fund balances, with moratorium and contract controls 


[Millions of dollars] - 


Apportionments Obligations Expenditures Trust fund balance 


Annual | Cumu- Cumu- Cumu- | Annual | Cumu- 
lative lative lative lative 


1, 383 
3, 243 
5, 527 
5, 927 
7,427 
8, 927 
10, 427 
11, 927 


+516 
+533 
— 536 
—691 
+148 
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Mr. Tatiamy. I have another statement, which has to do with the 
comparison of the cost between the 1955 and 1958 estimates. Before 
reading that, however, relating to the statement I have just read, I 
would like to show you some charts which I have prepared to show the 
finance situation, as I think it will help the committee in appraising 
this deficit problem. May I present them ? 

The Cuarkman. Yes, you may, Mr. Tallamy. 

(Large chart displayed.) 


10 
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1,000 1, 000 | 1, 383 208 208 +516 +516 
2, 700 3, 243 675 883 +533 | +1, 049 
_ 4, 900 | 5, 527 1, 501 2, 384 —526 +523 
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+533 | +1, 049 
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500 900 +383 —597 
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+516 
— 


TVISI4 


S39ONV 1V8 
isnul 
AVMHOIH 


SY¥V1100 3O SNOIN1I8-SONNS WwH3034 
SY¥V1100 JO SNOITNIG-SONN4 WH3034 


5 
a 
oO 
< 


tk. 


XVL HOLOW TWNOILIGOY HLIM 
AVMHOIH 3LVLSYSLNI 


N 0 
| 
| 
| 
| 
4 
q 
| 
| | 
w 
| 
| | | 
| 
| 
| 
| 
| 
| 
| 
| 
| 
___| | | 
| 
| 
| 
— 


12 HIGHWAY FINANCING PROGRAM 


Mr. Tattamy. Gentlemen, this chart, which is called 1—A, shows 
what the situation would be with a 114 cent additional motor fuel tax 
for 1960 through 1964 in terms of apportionments, obligations, and 
— that could be made and the result in the highway trust 

und. 

You will notice that under “Apportionments” we start with fiscal 
1957, at which time we apportioned $1 billion; 1958, $1.7 billion; 
1959, $2.2 billion; and 1960, $2.5 billion. There is presently con- 
tained in the legislation authority to apportion $2.5 billion for 1961, 
The remaining authorizations in the 1956 act for the fiscal years 
through 1964 are for $2.2 billion annually. The suggestion for the 
114-cent motor vehicle fuel tax, therefore, would enable apportion- 
ments to be made as presently authorized in the highway legislation, 
and that would amount to $16.5 billion from 1957 to 1964, inclusive, 

Obligations that could be made under this suggestion of 114-cent 
motor vehicle fuel tax increase would be as indicated by this chart 
1—A showing an estimated total of $2.4 million for 1960, $2.5 billion 
for 1961, and that we would drop down to $2.2 billion for 1962 
on through the end of the period, for a total of $17 billion in obliga- 
tions against an apportionment for that period of $16.5 billion. 

Let me explain how we can have greater obligations than appor- 
tionments. 

The reason is that this chart of apportionment does not show the 
1965 apportionment. Of course, the 1965 apportionment would be 
made a year before the time it would apply. We always apportion 
during the fiscal year ahead. So obligations would be made against 
the 1965 aportionment to the extent of the difference shown. 

Expenditures would gradually increase to a $2.4 billion level in 
1963, and then go down to $2.3 billion in 1964 as the result of dropping 
down from an apportionment of $2.5 billion to the $2.2 billion level. 

The net result at the end of each of the fiscal years from 1957 to 
1964 would be a balance in the highway trust fund. We have the 
maximum balance occurring in 1958, of a little over a billion dollars; 
at the end of 1959, it will be about $500 million. Then it would reduce 
to a little below the levels indicated in this chart. The reason for 
the balance being lower than shown in the chart is that this chart 
of balances is based upon the development of additional revenue if 
legislation had been enacted July 1 of this year. Of course now it 
could not be enacted until September. So there is a reduction from 
the amounts shown in this chart consisting of the loss of revenue 
between July 1 and September, but there would still be positive 
balances in the trust fund. 

(Next chart displayed. ) 

Mr. Tattamy. Chart 1-B shows what the situation would be under 
existing legislation. I define “under existing legislation” as the sit- 
uation which would prevail if we were to permit contractual obliga- 
tions to be made under authorizations which have already been appor- 
tioned tothe States: in other words, apportionments which have been 
made but against which contracts have not yet been placed; and the 
continuing application of section 209(g) of the 1956 act. 

Under section 209(g) and the apportionments of the $1.6 billion 
last year in excess of the trust fund’s ability to liquidate, we can make 
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no apportionment this year of the 1961 fiscal year authorizations for 
the Interstate System. That shows up in this chart——B, in the 
apportionment block. 

For 1962 we can apportion a maximum of $500 million, and then 
increase the apportionment to $1.6 billion for each of the fiscal years 
1962, and 1964. 

Obligations in 1959 were $2.3 billion. They will drop down to 
about $1.8 billion in 1960, the present fiscal year. They will dro 
down to about $400 million in 1961. In 1962, however, they will din 
to about $1.3 billion, and then go to $1.4 billion in 1963 and $1.5 bil- 
lion in 1964, for total obligations of $11,900 million as against $11,100 
million for apportionments, for the same reason that I indicated in 
the discussion of chart 1—A. 

As shown in chart 1—B, the expenditures will drop from a high 
of $2 billion in fiscal 1960 to $1.8 billion in 1961, to $1 billion in 
1962, and down to $0.8 billion in 1963. Then, as a result of the 
resumption of beginning with the fiscal year 1962, 
expenditures will again increase to nearly $1.5 billion in 1964. 

The trust fund balances part of this chart 1-B shows that in 1960 
there will be a deficit of $500 million, increasing to about a billion 
dollars in 1961 and reducing to $600 million in 1962. 

(Next chart displayed.) 

Mr. Tauiamy. | mentioned in my prepared statement, Mr. Chair- 


man and gentlemen of the committee, that in order to solve this 
deficit problem which was indicated in chart 1-B it would be neces- 
sary, for a 9-month period, to withhold further authorizations and 
to stop purchase of rights-of-way. This chart 1-C reflects the situa- 


tion that would prevail under those circumstances. 

The apportionments would be just the same as indicated before: 
nothing for 1961, $500 million for 1962. Obligations in this case, 
however, are a little different from the obligations in chart 1-B. 
Obligations in fiscal 1960 would drop down to about a $400 million 
level, because of the 9-month suspension period. But they jump up 
to $1.5 billion each year for the remainder of the program, 1960-64. 

Mr. Harrison. As I understand this chart, this has to do with the 
contracts that the States have now made under authorizations already 
made to them; is that right? 

Mr. Tatiamy. No, sir. This represents what could be done in the 
future as to contract obligations. 

I think an important part of this chart 1-C, which I will skip over 
to, is the trust fund balance picture. We come down to a deficit at 
the end of 1960 of about $150 million; and it is wiped out in 1961 
under that plan. 

(Next chart displayed.) 

Mr. Tauiamy. This chart 2-A, gentlemen, shows a different ar- 
rangement of the data that I have just given you, so that I think it 
might be a little easier for you to get a comparison of what the 
situation would be under the various circumstances. 

For example, here in this chart 2-A we have shown only appor- 
tionments. I am not dealing with obligations or deficits, only with 
apportionments under the different plans. In the 114-cent plan | 
described before, the apportionments are $2.5 billion for 1960 and 
1961, dropping down to $2.2 billion for 1962. Under the existing 
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legislation the apportionments is $2.5 billion for fiscal 1960, dropping 
down to nothing for 1961 and climbing to $500 million for 1962. 

Under the moratorium and contract controls plan, the same situa- 
tion would exist. We would drop down to making no apportionment 
this year and apportion a maximum of $500 million next year. 

You may wanker how we could apportion $500 million next year. 
That is because the effect of an apportionment is not felt materially 
until about 18 months to 2 years after the apportionment. 

(Next chart displayed.) 

Mr. Tatiamy. his chart 2-B shows the same situation for the 
obligation feature of the three considerations. Under the 114-cent 
gas tax plan, we have the obligations shown. Under the existin 
legislation plan, obligations drop in 1960 to about $1.8 billion on 
drop down to $400 million in 1961. 

The interesting thing to point out here and the most important 
thing, I think, for your consideration is that under the moratorium 
and contract controls plan, the obligations for contracts drop down 
to $400 million level in fiscal 1960 as compared to a similar drop in 
fiscal 1961 under present legislation. That is the only substantial 
difference, and that occurs because, of course, we defer the contracts 
for a 9-month period. 

(Next chart displayed.) 

Mr. Tattamy. This chart 2-C is the expenditures chart for the 
three different conditions. The expenditure drops down from $2 bil- 
lion in 1960, under the existing legislation, to $1 billion in 1962 and 
down to about $800 million in 1963. 

Under the 114-cent plan, expenditures remain above $2 billion all 
the way through from 1962 to 1964. I think that is the important 
comparison, that in 1963 expenditures are $2.4 billion under the 114- 
cent plan and only $800 million under existing legislation. 

Under the moratorium plan, the expenditures remain somewhat 
higher. The pattern is similar, but a little bit lower all the way 
through, because of the fact that we delay contract obligations this 
year. 

I have just two more charts of importance. I am hurrying through 
them. We can refer to them later in the question period, Mr. Chair- 
man. 

(Next chart displayed. ) 

Mr. Tattamy. This chart 2-D is the deficit picture. No deficit 
under the 114-cent plan, but keeping in mind that since we are past 
the July 1 date, this line from 1960 to 1964 will be somewhat below 
this one shown—about $150 million below. 

Under existing legislation, and using the existing apportionments 
for contract. controls, we have a maximum deficit of $1 billion oc- 
curring in 1961, reducing to $600 million in 1962, and it cancels out 
in 1963. 

Under the moratorium plan there is a $150 million deficit in 1960, 
canceling out in 1961. 

(Next chart displayed.) 

Mr. Tatuamy. This final chart 3 has to do with what the situation 
would be if we continued under existing legislation and with the mor- 
atorium and contract controls plan, and extended the life of the trust 
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fund with revenues accruing to the trust fund, and authority to build 
the Interstate System over a longer period of time. 

Under those assumptions, this chart shows the pattern of expend- 
itures for the ABC and the Interstate Highway Systems. The big 
jump in ABC expenditures occurring between 1961 and 1962 results 
from resumption of the program after the moratorium, when we 
would obligate and expend the amount of money that is available 
in those periods for ABC work. 

You remember the other charts show that under the moratorium 
plan the trust fund can support and cancel out all deficits by 1961, 
and we take advantage of that in expediting the ABC program as 
shown by the larger expenditures during 1962 and 1963. 

The remainder of the program would indicate annual ABC ex- 
penditures of $930 million. In my statement I indicated that we 
would have $925 million. The difference between the $925 million 
and the $930 million is flood control and miscellaneous items. 

Total expenditures would drop from $2.8 billion, roughly, in 1960 
to $2.04 billion in 1961, jump up to $2.3 billion in 1962, and then grad- 
ually increase, as indicated on this chart, to a final amount of about 
$314 billion in 1977. That gradual increase reflects the increase in 
revenue going into the trust fund, and which would balance out the 
expenditures from the trust fund. 

The tabulation indicated in this chart shows that between 1957 and 
1972 there will be $23.6 billion for the Interstate System and $149 
billion for the ABC program, or a total of $38.5 billion for the two 
programs, against a revenue of $38.5 billion, which balances. 

From 1972 to 1978 the interstate will be $12.4 billion and ABC $5.7 
billion, for another $18.1 billion against a revenue of the same amount, 
making a total for interstate of $36 billion Federal funds, $20.6 bil- 
lion ABC, and balancing out at $56.6 billion. 

That concludes the charts, Mr. Chairman. 

The Cuarrman. Mr. Tallamy, before you proceed further, without 
objection, each of these charts and the explanation of the chart which 
we have before us will appear in the record at the point where you 
referred to each chart. 

Mr. Tatitamy. Thank you, sir. 

Now Mr. Chairman and gentlemen of the committee, I note you are 
interested in the difference between the estimated cost of developing 
the Interstate System that was prepared in 1955 as compared to the 
one in 1958. I have a statement regarding that, which I think may 
be helpful to your committee. 

In 1954 the State highway departments, at the request of the Bureau 
of Public Roads and pursuant to a directive of the Congress, prepared 
an overall highway needs estimate. It was broken down into several 
parts and showed the ABC needs, those of other roads and streets and 
the estimated cost of building the Interstate Highway System as con- 
ceived at that time. Only 6 weeks’ time was available to the States for 
the development of this estimate. It is obvious that while a good job 
was done under the circumstances, it could not have been anywhere 
near as precise as the later estimate made during 1957 which was sub- 
mitted to the Congress in January 1958. That estimate was under- 
taken with meticulous care. Specific lines were laid down, tentative 
profiles established, and probable cross sections made for estimating 
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purposes to determine quantities of excavation and fill. Bridges were 
located, their proven spans estimated, and the cost of each individual 
structure established, together with extensive investigations into prob- 
able traffic flows and characteristics, the topography of the country, 
and the location of interchanges. It is the most precise and compre- 
hensive estimate for a huge construction program ever undertaken 
in ac highway field. It required more than a million man-hours to 
develop. 

The 1958 estimate indicates that the cost to complete the system as 
was contemplated in 1955 would be $37.6 billion, of which $33.9 billion 
would represent Federal funds. This Federal fund amount compares 
with $25.6 billion in the original estimate and is an increase of $8.9 
billion. 

There are two basic reasons for the difference between the estimate 
made in 1955 and the one submitted to the Congress in 1958. First, 
the 1955 estimate was of necessity a preliminary estimate because of the 
limited time available to prepare one prior to consideration of the 
1955-56 legislation. 

Second, they are not comparable in all respects. They are not al- 
ways identical in location, design, or function because of traffic in- 
creases, change in concept required by the 1956 legislation to provide 
greater servicing of local needs, be physical adjustments required 


when the topographic and foundation conditions were better deter- 
mined by the more detailed surveys and studies secured as part of the 
1958 estimate. Also there was a lifting of standards in the design of 
the Interstate System in some States which previously were not con- 
templating the elimination of crossings at grade and other factors to 


the extent required by a modern express highway designed for 1975 
traffic. 

Further, the 1955 estimate did not have the advantage of develop- 
ing traffic estimates in the light of the extraordinary increases in traf- 
fic experienced in the last few years. It was based upon traffic data 
and information of several years prior to 1955; whereas, the 1958 
estimate was based upon a broader knowledge of traffic increase 
brought about by the recent-year increases and the altered concept 
of the 1956 act which required a greater assignment of local traffic 
than had previously been done. An analysis of the number of traffic 
lanes, in the two estimates, which affect the road base, shoulders, and 
other roadway features, indicate the 1955 estimate was inadequate by 
$1.3 billion because of these requirements. 

Also, the provision of the Federal-Aid Highway Act of 1956 which 
declared that the local needs to the extent practical and feasible should 
be given equal attention to those of interstate traffic substantially 
changed the concept of the location and number of interchanges and 
frequently the location of the highway itself, particularly to serve 
local needs of the small cities and communities throughout the coun- 
try. 

An analysis of the additional structures, interchanges, and support- 
ing items to serve local needs as required by the 1956 legislation indi- 
cates that the 1955 estimate was inadequate by $3.8 billion to properly 
serve that purpose. 

There are other factors for which the 1955 estimate had to be 
adjusted to meet the requirements of the 1956 act and modern freeway 
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operation. Items not included in the 1955 estimate, such as utility 
relocations, uniform signing of the Interstate System throughout the 
entire United States according to modern freeway standards, light- 
ing under certain conditions, and other incidental items, such as de- 
lineation, all of which are essential for proper operation of the Inter- 
state Highway System, amount to $800 million, 

Highway construction costs of the Interstate System type rose 12 

ercent as a result of general nationwide price increases during the 
interval between mid-1954—that was the time we took the estimates 
of cost of doing work to determine the overall estimate—and the last 
half of 1956—which was the period we had to use in determining the 
cost of the 1958 estimate—as reflected by the Bureau’s price index for 
Federal-aid highway construction; in other words, a 12 percent rise 
in this period. 

This increase is applicable, of course, to all items and represents a 
total $4.1 billion increase in construction costs in the 1958 estimate. 
All of these items totaling $10 billion represent the differences between 
the 1955 estimate and the 1956 act design concept and the construc- 
tion price rise occurring in the interval, or a Federal cost differential 
of $8.9 billion. 

While the 1958 estimate indicated that it would cost $37.6 billion 
to construct the Interstate System between the same cities and border 

oints used as the basis of the 1955 estimate, the actual measured miles 

v those detailed estimates was found to be 38,548 as compared to the 
1955 figure of 40,000. Thus, if the location of the Interstate System 
were to follow the alinements originally contemplated requiring 40,- 
000 miles to establish the system connections as planned in 1955, the 
1958 estimate of cost would undoubtedly have been still greater. In 
our judgment the 1958 estimate is sound. As a matter of fact an ex- 
amination of contract awards demonstrates its accuracy. Projects 
costs have averaged about 5 percent below the estimates, and in view 
of the detail with which the 1958 estimate was made we have every 
reason to expect that this condition will continue to prevail based 
on present construction price levels. 

In October of 1957 the Secretary of Commerce made available 
for designation 1,102 miles of routes out of the 1,452 miles which 
had not been included in the system as it was estimated in 1955. The 
remaining 350 miles is held in reserve to be certain the 40,000-mile 
limitation is not exceeded during actual construction. The Interstate 
System highway legislation of 1944 established the basic policy that 
the system shall, among other things, connect the principal metro- 
politan areas, cities, and industrial centers of the United States with 
a system properly integrated and serving the national defense. To 
fulfill this requirement to the maximum extent practical within the 
40,000-mile limitation, city-to-city routes totaling 886 miles and 216 
miles in and around metropolitan areas were designated in 1957. 
These designations were made from recommendations presented by 
the State highway departments totaling over 13,000 miles. They were 
made after consultation with the Department of Defense and after 
a study of their importance with respect to system integration, and 
the population, farm production, manufacturing, and economic values 
had been considered. The designations were not made, however, in 
time to be included in the 1958 estimate, but for the purposes of con- 
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sidering long-range financing, we have presently estimated their 
average cost and the 350 miles reserve as being $1.1 million a mile 
for a total cost of $1.6 billion and Federal cost of $1.5 billion. Of 
course, neither the 1955 nor the 1958 estimate included this item. 
Thus the Federal cost of the Interstate System, including $600 million 
Federal funds to cover unforeseen matters and a carryover balance 
from prior apportionments, totals about $36 billion. The 1956 legis- 
Jation also authorized the designation of an additional 1,000 miles. 
However, it does not authorize this additional 1,000 miles to be included 
in the cost estimates made for apportionment purposes. Consequently, 
it cannot be considered an additional cost under present legislation. 

Table 1 is attached showing the 1955 estimate of cost, the amounts in 
which the 1955 estimate was insufficient to cover the conditions as 
estimated in 1957, the resultant 1958 estimate, and the amounts esti- 
mated to complete the 40,000-mile Interstate Highway System contem- 
plated by the various legislative acts. 

Both the 1955 and 1958 estimates were based upon the cost of com- 
pleting the Interstate System and both contemplated the inclusion of 
certain toll roads at no cost and free roads with their cost to complete 
Interstate System standards. It is apparent that the toll roads 
would require no additional cost to the Federal Government to bring 
them up to Interstate System standards inasmuch as Federal aid to 
toll roads is prohibited by law. They amount to 2,256 miles. 

In regard to free roads incorporated in the system, both the 1955 
and 1958 estimates included the cost of bringing those up to standard. 
They were in varying stages of completion when taken into the system. 
They total 8,909 miles, but only 383 miles were fully completed with- 
out benefit of 1956 act funds. “The status of these is shown in table 1 
of the report on reimbursement submitted by the Secretary of Com- 
merce to the Congress and published as House Document 301 of the 
85th Congress, 2d session. 

Considering in the calculation the mileage of toll roads incorporated 
into the system and other roads on which no work is to be done with 
moneys from the trust fund, and recognizing the variable amounts of 
work to be done on the miles already partially completed, it results in 
an equivalent mileage of about 34,000 miles of new highways upon 
which no previous work has been done. In other words, it must be 
completed entirely from the 1956 act funds. 

Thus it is calculated that the average total cost per mile to construct 
the roads required to complete the system to the full 40,000-mile extent 
will be $1,175,000. 

The reasonableness of this cost of completing this system is demon- 
strated by comparison of this average cost to that of the average cost 
of building toll roca in the United States of similar character to the 
Interstate System highways and a majority of which are actually on 
that system. Fourteen toll roads located in different sections of the 
country, ranging from Texas to Maine, average for construction 
$1,222,000 per mile, which figure does not include the cost of financing 
and construction attributable to toll operations. This compares with 
$1,175,000 per mile for the new freeways comprising the Interstate 
System. 

I’m sure, also, you will be interested in the fact that the Interstate 
System will cost less per vehicle-mile of service than any of the other 
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highway systems in the country. On the basis of annual cost per 
vehicle-mile—that is, for the highway—estimates show that the cost 
varies from a low of about one-half cent per vehicle-mile for the Inter- 
state System to three-fourth of a cent for the other Federal-aid pri- 
mary eorge a little over a cent for the Federal-aid secondary system 
and a high of nearly 114 cents for the non-Federal-aid systems. 

There is no question but what the investment in the Interstate Sys- 
tem yields the greatest return in service, safety, and benefits to the 
national economy and defense. To mention just one point alone, the 
safety record of similar highways and many of which are incorporated 
into the Interstate System has been remarkable compared to other 
highways. Last year the death rate for highways generally in the 
United States was 5.6 per 100 million vehicle miles of travel. On toll 
roads it average 2.8; on the best of the modern toll roads it hovered 
around 1; and on the New York State Thruway, it was only eighty- 
eight one-hundredths. It has been estimated that the average saving 
in accident costs alone on the Interstate System would amount to $1.2 
billion annually by 1975. The investment in this system will yield 
returns many times greater than its cost in the savings of lives, lessened 
property damage, and increased economic benefits. 

Attached hereto for ready reference is a table indicating the 1955-58 
comparative estimates, which I would like to insert in the record. 

The Cuamman. Without objection, that will be included at this 
point in the record. 

(The table referred to follows :) 


TABLE 1—1955 estimate of cost; amounts the 1955 estimate was insufficient to 
cover the conditions estimated in 1957; the resultant 1958 estimate ; and addi- 
tional amounts to complete a 40,000-mile interstate system 


{Billions} 


Estimated costs 


Federal State share 
share 


5 percent increase due traffic 
15 percent increase due local needs - - 


3 percent increase due utilities and miscellaneous-_- 
12 percent increase 


oll 
Srnis 


1958 estimate (subtotal) 
Increase due 1,452 miles added routes 
Carryover and contingency 


Total to complete a 40,000-mile system 


The CHamman. Mr. Tallamy, do you have any further statement 
to make at this point to the committee ? 

Mr. Tatiamy. I might say that I have another table which I would 
be happy to present to the committee if it desires, which shows the 
cost ifferential between the 1955 and 1958 estimates, based upon 
preliminary engineering, right-of-way, grading, surface, and struc- 
tures. This tabulation shows that the 1955 estimate for preliminary 
engineering would have been $900 million; the 1958, $1.4 million. 
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Right-of-way, 5.7 for 1955; 5.2 for 1958. Grading would be 6.5 
for the 1955; 9.7 for the 1958 estimate. Surface, meaning the pave- 
ment, 6.3 for the 1955 estimate; 7.3 for the 1958. And structures, 
$8.2 million, 1955, as against 14 for the 1958; or a total compara- 
tive figures of $27.6 for the 1955 estimate and $37.6 for the 1958 
estimate, a difference of $10 billion. 

This table, which I will present if you would care, Mr. Chairman, 
indicates that preliminary engineering was not included as a spe- 
cific item in the 1955 estimate. It was included as a part of the 
overall, individual construction items. So, in our estimating it, 
we had to rely upon the average cost of engineering for comparable 
work in that period of time. 

Further, the 1955 estimate, which I did not mention in my pre- 

ared statement, includes a lump sum of $4 million for interstate 
highwup work in metropolitan areas. It did not itemize it into 
grading, drainage, et cetera, or have any supporting data excepting 
it was going to be 2,300 miles and $4 billion. Naturally, since it 
was given in that manner, we had to apportion that $4 billion in this 
particular table in accordance with the average of distribution of 
costs for right-of-way, grading, surface, and structures at that period 
of time. 

If you would care, Mr. Chairman, I would be happy to submit this 
in tabular form. 

The CHarrman. Without objection, that materiaf will be included 
at this point in the record. 

(The table referred to follows :) 


Table showing 1955 and 1958 estimate of cost by principal items of work 
[Billions] 


1955 estimate '| 1958 estimate} Difference 


Prolimingny $0.9 $1.4 +$0. 5 


' Estimate includes $4 billion hump sum for miles of routes added in and near urban areas. This 
lump sum was factored into amounts for the different classes of work based upon an evaluation of the cost 
for highways in the urban areas. 


? Preliminary engineering was included in estimated items of other work in 1955. It was separated for this 
table by applying factors applicable to the different classes of work. 


The Crarrman. Is there any other material, Mr. Tallamy, you think 
would be helpful to the committee? 

Mr. Tatiamy. I have nothing else, Mr. Chairman. 

The CuatrMan. Does that conclude your statement ? 

Mr. Tatitamy. Yes; that concludes my formal statement. 

The CuHairman. Then, Mr. Allen, I want to thank you, sir, for 
coming to the committee, and I want to thank Mr. Tallamy. Both 
of you gentlemen have given us quite a bit of information, and I am 
sure all of it will be helpful to the committee in making a deter- 
mination on the matter before it. 
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Mr. Tallamy, let me ask you a few questions, if I may, for the 
purpose of information. 

Let me direct your attention first to the situation that exists in 
fiscal year 1960. The appropriation for highway purposes was con- 
tained in the bill that went to the President recently, H.R. 7349, 
making appropriations for the Depastaient of Commerce and related 
agencies. That is true; is it not? 

Mr. Tattamy. Yes, sir. 

The Cuamman. While that matter was before the Senate an amend- 
ment was added on page 12 of the bill respecting the appropriation 
for Federal-aid highways. 

Mr. Yes, sir. 

The Cuarrman. Is it your understanding that the language of this 
appropriation confines expenditures for highway trust purposes in 
fiscal 1960 to that amount of money which is available for highway- 
construction purposes from the trust fund ? 

Mr. Yes, sir. 

The CHarrman. The appropriation bill does not, in your opinion, 
make appropriation of any deficiencies that may exist between the 
actual obligation for expenditure and the trust fund out of the 
general fund? 

Mr. Tatitamy. It makes no provision, in my judgment, for that. 

The Cuatrman. Is that the opinion of the Director of the Bureau 
of the Budget and other governmental agencies that would be involved 
with you in the payment of these amounts in fiscal 1960? 

Mr. Tatitamy. Yes; I would judge that is true because every con- 
versation that I have had so far indicates clearly that we all agree 
that the funds must come from the trust fund. 

The Cyarmman. As I read the record of what transpired in the 
Senate, that clearly is not what was intended, apparently. 

I discussed this matter with certain members of the Appropriations 
Committee representing the House in the conference Sra the 
House and the Senate, and it was not what they intended apparently, 
from what they told me. 

But if the language of the statute says something, that is what you 
have to do, of course. 

Mr. Tatiamy. That is right. 

The Cuarrmman. It is the thought then of the executive depart- 
ments involved that you will only be able to incur expenditures in 
fiscal 1960 for highway-construction purposes, regardless of what we 
may owe the States, to the extent of the amount that will be available 
in fiscal 1960 in the trust fund ? 

Mr. Tatuamy. That is right, Mr. Chairman. 

The Cuarrman. You say, according to your best estimates, that 
amount of money in the trust fund will be some $500 million short of 
the claims that will be presented to the Federal Government by the 
States representing the States’ portion of the highway-construction 
cost actually incurred and paid during fiscal 1960? 

Mr. Tatuamy. That is right; yes, sir. 

The Cuamman. I want to interrogate the Director of the Bureau of 
the Budget when he comes to the committee on that point. The other 
day I talked to him about this hearing and suggested that he prepare 
himself to discuss it with us, because you had given us, as I recall, this 
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same information when you were before this committee in executive 
session a week ago last Friday. 

Mr. Tattamy. That is correct. 

The Cuarrman. Since then I have had these conversations again 
with members, and there does seem to be some difference as between 
the language as you interpret it and what was actually intended. 

I have a number of questions, Mr. Tallamy, about the overall situ- 
ation that I want to go into with both you and Mr. Allen. But 
before I do that I think it would be fair for the Chair to yield to 
other members of the committee who may have some questions at 
this particular point. 

Mr. Boggs? 

Mr. Boaes. Mr. Tallamy, you refer to the additional approximately 
1,400 miles that you discovered after you had measured these con- 
necting routes. Was that approximately 1,400 miles? 

Mr. Tatiamy. I did not get the latter part of your question. 

Mr. Bocas. We authorized 40,000 miles to connect certain areas of 
the United States, and you discovered that you could connect them 
with less than 40,000 miles. Is that correct ? 

Mr. Tatiamy. It did not take 40,000 miles to connect the points 
of origin and destination of traflic in the metropolitan areas which 
were included in the 1955 estimate. 

Mr. Boaes. Well, it took what; 38,000? 

Mr. Tatntamy. It took 38,548. 

Mr. Boges. So that you had approximately 1,400 miles left over, 
so to speak. 

Mr. Tatiamy. Yes, sir; left over from connecting those particular 
cities that were connected in the 1955 estimate. 


Mr. Boces. Then, without any further action on the part of Con- 
gress, he proceeded to allocate those 1,400 miles; did you not? 


Mr. Tatiamy. Yes,sir. 

Mr. Boaes. At the time that you made the allocation did you an- 
ticipate these difficulties with the trust fund ? 

Mr. Tatiamy. I guess we knew that the trust fund was not going 
to be able to meet the 1958 estimate of costs, yes, sir. But we did 
know also that the 1956 legislation ol pnereie that the Interstate Sys- 
em should connect all of the principal metropolitan areas and indus- 
trial centers of the United States in the most direct manner and, at 
the same time, take care of local needs to the maximum extent possible 
with a system not to exceed 40,000 miles. 

The States themselves had indicated to us that it would take an 
additional 13,000 miles to accomplish, in their judgment, the intent 
of connecting all of the principal metropolitan areas. So we did 
actually apportion 1,102 miles of the surplus to accomplish, to the 
maximum extent that we could, the joining of those metropolitan 
areas. 

Mr. Boggs. Following through on that for a moment, in allocating 
this extra 1,400 miles did you consult with the States before you 
allocated it ? 

Mr. Tautuamy. Yes, sir. All of the States requested those designa- 
tions before they were made. 

Actually, the way it worked out was that there were a few of the 
routes which the States had not at the particular time requested desig- 
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nation for. But in the analysis of the 13,000 miles which they had 
requested, it became very apparent that there were certain deficiencies 
in the system so far as integration of the system and other matters 
were concerned. We brought those to the attention of the States, 
After that the States then did request that they be designated. A fter 
the States designated them, we did designate them. 

Mr. Bocas. Where did you allocate this additional 1,400 miles? 

Mr. Tatiamy. I have a map, Mr. Boggs and Mr. Chairman, which 
T would like to show the committee. 

The Cuarrman. We would be glad to have you show it to us. 

(The above-mentioned map is as follows :) 

Mr. Tatuamy. Mr. Chairman and gentlemen of the committee, this 
map shows where he designations were made. One of the principal 
designations was from Erie, Pa., down to Pittsburgh. There is no 
through State highway, no proper way at all of getting all of this 
traffic from the Great Lakes area, the St. Lawrence area on down to 
the metropolitan complex and the industrial complex of Pittsburgh 
and Wheeling. 

Mr. Curtis. Are you talking about new, additional allocations 
now 

The Cratrman. The question was with respect to the 1,452 miles 
that he allocated in addition to the original contemplation. 

Mr. Tatiamy. These were a part of the 1,452 miles which had 
been mentioned. 

I would like to point out again, though, for the benefit of the com- 
mittee that the full 1,452 miles were not designated. Only 1,102 
were. The other 350 are still held in reserve. But as a part of the 
1,102 miles this route was added from Erie to Pittsburgh and Wheel- 
ing. 

ST riother route added was from Canton, Ohio, on down through 
West Virginia and North Carolina to the vicinity of Charlotte, N.C. 
There is no principal way for this industrial area of the Great Lakes 
to get down to the southeastern seaports. . 

ne of the principal points of the whole Interstate Highway Sys- 
tem, of course, is to serve the national defense, and one of the vital 
points of national defense is to have all your national seaports so they 
can be used in time of emergency, and used effectively and quickly. 

If the seaports in the northeast area should be blown out, what we 
want to do is to be able to get the interior complex of the southeastern 
seaports connected by rapid transportation. One of the primary ways 
of accomplishing that is through the Interstate System. 

In that national defense aspect a system integration of this route 
stood very high. Also, of course, it is industrially important. 

Another one that was added was from the vicinity of Cairo down 
to Nashville, Tenn. This is particularly important from a system 
integration point of view. 

You will notice that the central and northwestern portion of the 
United States ae go to the southeastern portion of the United 
States by way of the Interstate System has to go down this way and 
come back up to get over to these ports of Savannah, Jacksonville, 
and Charleston, in through here. Or they would have to go out of the 
region in this fashion down and across [indicating]. a crosscut 
route there was extremely important from the point of view of system 
integration, and that one was established. 
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Another one of vital importance was from San Antonio to Corpus 
Christi. We try to serve all communities of over 100,000, particularly 
seaports, and Corpus Christi had no important connection to the In- 
terstate System. Because of that fact and our wanting to provide 
service to that type and size of community, the analysis showed that 
was acceptable. 

Another important one was from Echo Junction to Ogden, by- 
passing Salt Lake City, another important defense point, because of 
the aspects of Salt Lake City, if anything happened there, we had 
a big bypass around it. 

Here are city routes in Salt Lake City, Duluth, Chicago, Cincinnati, 
St. Louis, Washington, D.C., Philadelphia, Syracuse, Scranton. I 
give you a list of the cities. 

There are a certain number of city routes that were added in order 
to complete the belt lines in or around those metropolitan areas. 
Those are the ones that have been designated out of the 1,102 miles. 

These that are shown in green and which I will now point to are 
those out of the extra 1,000 miles for which no estimate of cost may be 
included. 

Up to Winnipeg, in that new industrial complex of Canada, it is 
an important thing to connect border points from the point of view 
of system integration, and this one began to stand up very well as 
leading to Mexico and leading to the southern ports, because other- 
wise you would be detouring out of the way to get to this major point 
of Canada. But it is a part of the 1,000-mile addition. 

Another part of the 1,000 additional miles is from Denver to Cove 
Fort, Utah. There was a proposal to go up toward Salt Lake City. 
The States analyzed that and recommended that it proceed down to 
the Southwest. 


You will notice there is no place in the United States where they. 


only have four routes across the country. And from a system of 
integration, so as to permit traffic to go directly across the United 
States and from the northeastern part of the United States to the 
southwestern part of the United States, that route proved to be a 
desirable one to undertake although it is not part of the 1,000 miles. 

Another part of the 1,000 miles was from Pendleton, Oreg., to 
Ellensburg in the State of Washington. One of the primary reasons 
for that is to connect the military and industrial complex in the 
Rocky Mountain area with the northwestern ports in Washington by 
way of those ports to Alaska. 

tee will notice that unless there was a direct connection there we 
would be depending entirely upon the coastal road in Oregon and 
Washington which, from a military point of view, was not good. 
This stacked up as very important from the point of view of system 
integration. 

Those were the routes that were added. 

Another one was down around here, around New Orleans, from 
Baton Rouge over to east of New Orleans, in order to tie in with 
Mobile. The reason for that bypass is that the existing highway 
system is close to the coast, and it was felt desirable to put a route 
back in the country away from the exposed area of the gulf. 

Mr. Bogas. Because of military reasons ? 

Mr. Tatiamy. Yes, sir; that was one of the primary reasons. 
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Mr. Boaes. That allocation north of New Orleans but beyond Lake 
Pontchartrain was made, as I remember, at the request of the Defense 
Department. 

Mr. Tattamy. Yes, sir. 

Mr. Bocas. Is it not a fact that some of the other allocations were 
made at the request of the Defense Department ? 

Mr. Tatitamy. Every single one of those was made after consulta- 
tion and with complete approval of the Defense Department. 

Mr. Boces. But there is not one dime of contribution from the 
Defense Department in any one / 

Mr. Tattamy. Not that I know of. 

Mr. Boees. Are you advocating additional taxes on the user to pay 
forallofthese roads? Isthat not correct 

Mr. Tattamy. That is the recommendation. 

Mr. Boaes. That is why you are here; is it not ? 

Mr. Tatuamy. Yes, sir. 

Mr. Boces. What is the estimated cost of the additional 1,400 miles 
which you showed there in red # 

Mr. Tatiamy. The total cost is $1.6 billion, and the Federal cost, 
$1.5 billion. 

Mr. Boaes. A billion and a half dollars ? 

Mr. Tatiamy. Yes, sir. 

Mr. Boges. Just for the purpose of the record, you have made that 
allocation after you were pretty well convinced that you could not 
continue this as a pay-as-you-go program ¢ 

Mr. Tattamy. That is correct. 

Mr. Boaas. I have before me one of your tables, table 1-B in chart 
1-A. This chart, as I read it, seeks to demonstrate three different 
situations: One with the additional 114-cent gasoline tax; another 
with existing legislation; and another if you cut back on the present 
contract authorization. Isthat correct ? 

Mr. Tattamy. Not 1—A. Chart 1—A does not do that. 

Mr. Boaes. I mean the whole series of charts. 

Mr. Tatiamy. The whole series does, yes. 

Mr. Boaes. I don’t know how you designate the series, but it is a 
series of charts. 

F oa Tatitamy. Yes, you are correct. Collectively, all of the charts 
that. 

Mr. Boges. Table 1—B, which is connected with the same group of 
charts, shows the fiscal year breakdown, 1957-64. Do you have that 
before you ? 

Mr. Tatuamy. Yes, sir, I have it. 

Mr. Boaes. Referring to fiscal year 1963-64, you show a balance 
of about half a billion dollars, $597 million, in the annual balance, 
and you show, I presume, an overall balance in the cumulative bal- 
ance. Isthat correct ? 

Mr. Tatiamy. Yes. The final column is the cumulative balance. 

Mr. Boges. Is that what this seeks to show ? 

Mr. Tatiamy. Yes. 

Mr. Boaes. And the same thing again would apply in 1964, that: 
you would balance out and you would be even, so to speak ? 

Mr. Tattamy. Yes. 

44357594 
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Mr. Boges. So that, if I read this chart correctly, if you con- 
tinue your existing program, that is all that has been added by the 
action of the Congress plus all that you acquired when we passed 
the original act, without any additional revenue either from new 
taxes or from new allocations from existing user taxes, by 1963 you 
would again be inthe black. Is that correct 

Mr. Tattamy. We would. Of course, we recognize that in being 
in the black we would cut down apportionments to the States. 

Mr. Boces. I am just trying to get this straight in my own mind. 

This chart indicates that you would have cut back on apportion- 
ments ? 

Mr. Tatuamy. Yes. In 1961 there is no apportionment for the 
Interstate System. 

Mr. Bocas. Do you have a chart which would show what your 
situation would be over the whole period if you did not cut back on 
apportionments and if you continued at the present rate of revenue! 

Mr. Tatnamy. Yes; I have that. 

Mr. Boces. Where is that? 

Mr. Tatiuamy. To make sure I understand you, Mr. Boggs, you 
are now asking information 

Mr. Boces. Let me state my question another way so you will 
understand it completley, so there will not be any misunderstanding 
about it. 

When we originally drafted this act, inasfar as this committee is 
concerned, this bill left the committee and Jeft the House not on the 
pay-as-you-go proposition but on the theory that over the whole 
period it would be pay-as-you-go, but there would be lean years and 


fat years, there would be many construction years when the revenues 


would not equal the outgo. On the other hand, as the program ad- 
vanced, there would be heavy income years, when the income greatly ex- 
ceeded the outgo. As a matter of fact, until now that has happened, 
has it not ? 

Mr. Tatnamy. Yes, sir. 

Mr. Bocas. We are moving into a period now when, with the addi- 
tional allocations given you by Congress plus the additional cost, we 
are moving into the red so to speak. 

Mr. Tatuamy. Yes, sir. 

Mr. Boees. And you have the so-called Byrd amendment which 
requires that you pay as you go. 

Mr. Tattamy, Yes, sir. 

Mr. Boces. The question I asked you was what happened if you 
went back to the original concept. How much would you be in the 
ai fos the next 3 or 4 years, and when would you get back in the 

Mr. Tattamy. The chart 1-B would show when we get back. We 
get back in 1963, but, as the original legislation requires under the 
Byrd amendment, in order to get back we have to cut the apportion- 
ments in 1961 to nothing, in 1962 to $500 million, and in 1963 to $1.6 
billion. That is under the existing legislation. 

Mr. Bosas. That. is not what I asked you. I asked you to go ahead 
with the original allocation as originally contemplated prior to the 
adoption of the Byrd amendment. 

Mr. Tatiamy. Then I believe table 3—A, which I will present to the 
committee, is the one that you wish. That would show full apportion- 
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ments of $2.5 billion for 1961, $2.2 for 1962, $2.2 for 1963, and $2.2 for 
1964. 

Mr. Ixarp. Pardon me. 

Do we have that 3-A ? 

Mr. Tatiamy. No. I am going to have to submit it to you. I 
have some that can be submitted to you now. 

(Papers distributed. ) 

Mr. Tatnamy. Under those circumstances the deficit in the trust 
fund of 1961 would amount to $1.3 billion; in 1961, $2.1 billion; 
in 1962, $3.1 billion ; in 1963 and in 1964 $3.9 billion. 

Mr. Boges. At what point would you come back, assuming the 
existing rate of taxes? At what point would you come back to 
balance ? 

Mr. Tatiamy. It would be about 1 year after 1972. 

Mr. Boees. Assuming that your cost figures are accurate, and as- 
suming that the Congress maintained the existing cutoff date for 
construction, how many years’ extension would you contemplate tax- 
wise would be required to balance out the program, assuming no ad- 
ditional taxes ¢ 

Mr. Tattamy. Between 4 and 5 years. 

Mr. Boees. So that for an extension of 4 or 5 years you could 
continue on your present rate of construction and balance out your 
program by maintaining the existing rate of taxation. Is that right! 

Mr. Tatiamy. Yes, sir; without interest and without providing for 
the ABC program out of the trust fund after 1972. 

Mr. Boees. Do you know how many dollars in user taxes are col- 
lected from the users of the highways which are not dedicated to the 
trust fund ¢ 

Mr. Tatuamy. Yes, I have it right here. 

Mr. Boaes. Would you give us that breakdown ? 

Mr. Tatitamy. Not available for highways, for parts and acces- 
sories would total between 1957 and 1972 $3,100 million. 

Mr. Boees. For parts and accessories which do not go into the trust 
fund ¢ 

Mr. Yes. 

Mr. Boees. Let us go ahead now. 

Mr, Tattamy. What other taxes did you wish? 

Mr. Boees. All user taxes. How about the excise tax on auto- 
mobiles 

Mr. Tattamy. Trucks, buses, and trailers, not available, amounts 
to $2,100 million. 

Mr. Boees. During the same period of time ? 

Mr. Tattamy. That is correct. The existing tax on automobiles 
amounts to $23,500 million, and the total of those three items amounts 
to $28.7 billion. 

Mr. Bocas. There are some others, are there not? Does all the 
lubricating oil tax go into the trust fund ¢ 

Mr. Tatitamy. No; I do not think any of it goes in. And I do not 
have that figure. 

Mr. Boces. I did not think so either. How much is that? 

Mr. Tatnamy. I am sorry, but I do not have that figure. I could 
obtain it and submit it for you, but I do not have it here. 

Mr. Bocas. Our estimates are about $70 million a year, which, over 
the period until 1972, would amount to a billion dollars? 
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Mr. Boscu. Would you yield? 

Mr. Boges. Certainly. 

Mr. Boscu. Mr. Tallamy, I understand the following automotive 
user taxes are earmarked for highway purposes; the 3-cent tax on 
gasoline is also so earmarked ; the 8-cent-per-pound tax on tires, the 9- 
cent-per-pound tax on tubes, 3-cent-a-pound tax on retread rubber, 
5 percent of the 10-percent tax on trucks and buses, and the $1.50 
per thousand pounds on trucks and buses capable of carrying more 
than 28,000 pounds. Am I right in that information? 

Mr. Tatutamy. You are, Mr. Bosch. 

Mr. Boscu. Therefore, there are certain parts of this tax that are 
allocated for this particular fund. 

Mr. Boces. I am very familiar with that, Mr. Bosch. Our sub- 
committee wrote that act. 

Thank you very much. 

Mr. Boscu. I wanted to clear up the misimpression. 

Mr. Boees. You haven’t cleared up anything. 

There are about $30 billion over the period in user taxes which 
are not going into the highway trust fund. Is that right? 

Mr. Tatiamy. Counting the oil, that would be about right. 

Mr. Boaes. Assuming an additional penny and a half tax on gas- 
oline, and assuming from the present through 1972, how much would 
that amount to? 

Mr. Tattamy. About $20 billion, Mr. Boggs. 

= mage How long are you asking for this additional penny and 
a half? 

Mr. Tattamy. May I correct the figure I gave you before? It is 
$15 million rather than $20 million. 

Mr. Boges. $15 billion you mean ¢ 

Mr. Tatuamy. $15 billion. 

Mr. Boces. Are you recommending a cutoff period in your request 
for this penny and a half additional ? 

Mr. Tatuamy. Yes. 

Mr. Boces. When ? 

Mr. Tatiamy. 1964. 

Mr. Boces. You are familiar, of course, with the history of these 
cutoff periods, are you not? 

Mr. Tautuamy. I think I am, sir. 

Mr. Boees. There are not many of them cut off, are there ? 

Mr. Tatuamy. I think there might be a little difference, though, in 
this instance, in view of the fact that in 1961 such tremendously vital 
reports will be submitted to the Congress for consideration in relation 
to the overall planning of the financing. . 

Mr. Boces. You are familiar with the fact that prior to your coming 
with the Department—and I am not being a bit critical of what you 
are doing; you are doing a fine job, sir-——— 

Mr. Tatitamy. Thank you. 

Mr. Boceés. General Clay came in with a recommendation whereby 
this whole program would have been financed by what he called 
revenue bonds, although it was kind of doubtful about where the 
revenue was coming from. You remember that, do you not? 

Mr. 'Tattamy. I remember the report, yes, sir. 


Mr. Boces. And the statements there were that, had that plan 


been adopted, the interest charges alone would have run something 
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like $11 or $12 billion, and the period of time which that Commission 
recommended, I think, was 30 years, was it not ? 

Mr. Tatiamy. I believe that is correct. 

Mr. Bogs. So that recommendation was for a period of time which 
was as long as the one that we agreed upon, with an additional interest 
charge of about $12 billion. 

We adopted a program which made available to the general fund 
of the United States over a period about $30 billion which does not 
go into the highway trust fund, and which put additional taxes on 
the highway users, including these that Mr. Bosch read through, and 
you are back now asking for more taxes and pointing out the vital 
national defense implications of this program, without advocating 
any contribution whatsoever, either from the $30 billion that the 
highway users are now paying or will pay over the period, over from 
the general fund because of the very vital defense implications. 

Would you say that this was a fair approach to the highway users 
of the United States? 

Mr. Tatiamy. I think, Mr. Boggs, that I could not in all fairness 
answer that question now, because in 1961 we will submit this report 
which is based on 4 years of intensive study, to show the relationship 
between nonuser benefits and highway user benefits. I think we ought 
to wait. Certainly I cannot guess now what the outcome of that 
report will be. 

Mr. Boees. Then is it fair to put on this additional tax without 
even knowing what the ratio of benefit is? 

Mr. Tattamy. That is why it is suggested as a temporary tax. 

Mr. Boges. But even the temporary suggestion goes 3 years beyond 


1961. It goes to 1964, you said. 

Mr. Tattamy. That is right, Mr. Boggs. But the only reason for 
that is that under the existing legislation we have to look forward and 
be sure that there will be enough money in the trust fund to meet the 
expenditures when we make the obligation. 

We will make the obligation this year, you see, and when we make 
the obligation this — we have to be sure that in 1964 there will be 

h 


money enough in the trust fund. The only way you can be sure of 
that is to have it carried for 1964. But in 1961 Congress could change 
this — very easily and substitute another revenue for this 1964 
period. 

Mr. Boces. Are you familiar with the suggestion which I think 
comes from our colleague in the Senate, Senator Case of South 
Dakota 

Mr. Tatiamy. I have seen his suggestion ; yes, sir. 

Mr. Boaes. What do you think of that suggestion ? 

Mr. Tatiamy. I personally think that it is better than nothing. 

Mr. Boaes. In other words, you do not disapprove ? 

Mr. Macurowicz. Would the gentleman from Louisiana please 
enlighten us? 

Mr. Boees. Senator Case has suggested that the highway trust fund 
issue revenue bonds payable out of the fund over the period of the 
bond and with a possible extension of time. 

That is substantially the suggestion; is it not? 

Mr. Tatuamy. Yes; that is right. 

Mr. Boaes. Assuming that Senator Case’s suggestion is not adopted 
by Congress, and assuming that this penny-and-a-half tax increase is 
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not adopted by the Congress, do you have any other alternative sug- 
estion / 

. Mr. Tatuamy. Well, I would certainly think that we ought to have 
revenue going into the trust fund even though it might not be the 
114 cent, which would permit us to pay the vouchers that the States 
submit to us, and permit the States to go ahead with a controlled 
amount of contracts in the future. Of course, that would be a limiting 
program and could be arrived at by less than the 114-cent tax. 

Mr. Boges. In your cost figures which you submitted a moment ago 
did you give us a breakdown on the increase or decrease in charges for 
rights-of-way, for engineering fees, for utility relocation and so on! 

Mr. Tatitamy. Yes. That was in the second table which I read, 
and was submitted for the record. 

Mr. Bocas. That is fine. 

One final question, Mr. Chairman. I am sorry to take this much 
time. 

Over the past several years the administration has come in several 
times recommending that certain funds be taken from the trust fund 
for purposes other than highway construction. It has been my un- 
fortunate task to have to block this sort of proposition three or four 
times. 

Are we going to be continually confronted with this sort of busi- 
ness? What is your position about this? 

Mr. Tautamy. The position that we took was that the forest high- 
way money and the public lands money—I believe that is what you 
are referring to—were actually being expended on the Federal-aid 
highway system to such an extent that it was reasonable that the 
highway trust fund, which is designed to support the Federal high- 
Le 3 aid program, support those programs. 

s I recall it, all of the public lands roads are actually on the Fed- 
eral-aid highway system or could be placed on the Federal-aid high- 
way system for about 99 percent of the total forest highway mileage. 

Mr. Boees. Do you remember the request of the Department of 
Labor for administrative funds for the Walsh-Healy provisions in 
the act and from the Treasury Department for the cost of collecting 
the taxes 

Mr. Yes, sir. 

Mr. Boces. What was your reaction to those requests ? 

Mr. Tattamy. I can only say that I personally do not think they 
should come out of the trust fund. 

Mr. Boges. Thank you very much. 

That is all, Mr. Chairman. 

The Cuarrman. Are there any further questions ? 

Mr. Mason. Yes, Mr. Chairman. 

The Cuarrman. Mr. Mason. 

Mr. Mason. I confess that I fell off the wagon a long, long time 
ago and got lost in all of the minute details that you Soni spread 
before us this morning. I just cannot see the forest because of the 
twigs and the leaves and so forth. 

I have just two or three questions in order to clear up the problem 
that is before us: one, the continued building of the roads, and, two, 
finance that building. Those are the two problems that are before 
this committee. : 
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I want to ask this: 

What will the 114-cent gas tax, if it is put in, raise each year? 
Approximately. 

Mr. Tatuamy. It starts in 1960 at 724, goes to 866 in fiscal 1961, 
and then runs gradually up to 945 in 1964. 

Mr. Mason. It would then bring in about a billion dollars a year 
shall we say 

Mr. Tattamy. $900 million would be a little closer. 

Mr. Mason. Very well. 

Now I want to know this: We are collecting today from the high- 
way users approximately a billion and a half dollars in excise taxes, 

arks, and all the rest of the stuff, that are going into the general 

reasury and not earmarked for highway purposes. Is that about 
right ? 

Mr. Tatuamy. Yes, sir; that is correct. 

Mr. Mason. Suppose, instead of adding an additional load to the 
highway users, we did what we ought to , Fewed done in the first place 
when we levied these excise taxes on the highway users. Suppose we 
earmarked them for this roadbuilding program. That would take 
care of all of our financial needs to continue the roads, would it 
not 

Mr. Tattamy. You are correct, Mr. Mason. 

Mr. Mason. That would be a billion and a half imstead of approxi- 
mately a billion, wouldn’t it? That would give you plenty of money ? 

Mr. Tattamy. That would solve the highway problem, but I think 
the greater problem is the general fund. 

Mr. Mason. That is not the problem. The problem is to solve this 


highway problem, and I am just bringing it down to a year-by-year 
basis. That is all. It is the same problem that the gentleman ha 
Florida has explained. 
Year by year you could get a billion and a half from these excise 
taxes that the highway users are now paying without poets an 


additional load upon them, and carrying it on your bu 
gram, could you not? 

Mr. Tattamy. You could. 

Mr. Mason. It could, of course, affect the budget, and it would, of 
course, affect the Treasury, and, of course, the administration would 
not want it. But that isthe sensible thing to do, is it not? 

Now that is laying it on the line, but that is exactly how I feel. 

That is all, Mr. Chairman. 

The CHatrman. Did you want to respond to that question, Mr. 
Tallamy, before we pass on to something else ? 

Mr. Tatiamy. I think all of his statements are correct. 

The Cuarmman. Are there any further questions ? 

Mr. Keogh. 

Mr. Kroon. Mr. Tallamy, I would like to have you tell me whether 
you think that you are under a mandate to build 40,000 miles of 
interstate highway. 

_Mr. Tatiamy. The law says that we are to connect all of the prin- 
cipal metropolitan areas and industrial centers that serve the na- 
tional defense, and to do that with an amount of mileage not to ex- 
ceed 40,000 miles. 
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So I would say that the legislation does direct us to connect all of 
the system cities that we possibly can within the 40,000 miles. How- 
ever, we have to be reasonable about that, and have reserved 350 
miles for future consideration. 

Mr. Krocu. Would you tell me how many miles of roads that have 
previously been constructed by the States have been included in the 
38,500 ? 

Mr. Tatiamy. Yes, sir. There are 8,909 miles of free roads and 
2,256 miles of toll roads. 

Mr. Kroeu. And in the arithmetic which you have given us today 
you have not made any mention of, nor have you included in any of 
the estimates any of the cost of those State-built roads? 

Mr. Tatiamy. Oh, yes. I have taken that into consideration in the 
report I submitted, because I pointed out that by reducing the 40,000- 
mile figure by the 2,256 miles of toll roads and by reducing the roads 
that are free roads to the extent that would be equivalent of having 
them 100 percent completed was taken into account, and that reduced 
the total 40,000 miles that we have to build, in effect, to 34,000. 

Mr. Krocu. Take our New York State Thruway, with which you 
are familiar. 

Mr. Tatiamy. I am, sir. 

Mr. Krocu. That has been integrated into the highway system, has 
it not, and it has not cost the Federal Government anything, has it! 

Mr. Tatuamy. No; it has not. 

Mr. Krocu. Have you given any consideration to the right of a 
State like New York to look for some degree of reimbursement for the 
tremendous development in a road that you have cited as the outstand- 
ing example of safety and all the other attributes of a road like that! 

Mr. Tattamy. May I say that I can only express a personal point 
of view in answer to that question. The administration has not ex- 
pressed itself one way or another on that subject. 

My personal opinion is that some method of reimbursement ought 
to be developed, but I also believe that that should not take place and 
not deplete the trust fund until after the Interstate System which we 
are constructing is built. I do not think we should interfere with the 
progress of building the present system. 

Mr. Krocu. Much of those approximately 10,000 miles of roads 
which you have incorporated into the Interstate System are not up to 
the standards of the Federal system, are they ? 

Mr. Tatiamy. Those free roads that are not up to the standards are 
being brought up to the standards by the program. The toll roads 
which are not up to the standards will either be brought up by the 
toll roads financing or not brought up at all. 

May I point out that a certain portion of the Pennsylvania Turt- 
pike is not up to standard, but it is close enough to standard so that 
we did put it into the Interstate System. But it would be a total 
waste of public funds to build a road parallel to it because of the fact 
that it is not completely up to standard. 

Mr. Kxrocu. But to the extent that you undertake to bring those 
roads up to the Federal standards you are, in effect, delaying the 
completion of the remainder of this system, are you not? 

Mr. Tatiamy. I might say yes and no to that. 

We do not bring up to standard the free roads that we will ulti- 
mately bring up to standard during the first part of the program. 
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If free roads are reasonably up to standard and can reasonably take 
care of 1959 and 1960 traflic, we do not touch those now. We hold 
them until the latter part of the program, so that the roads that are 
essential go forward. 

Mr. Keoeu. Is there not a bill pending before the Public Works 
Committee of the House touching upon the reimbursement to the 
States for the roads that have been constructed and were integrated 
into the Federal system ¢ 

Mr. Yes. 

Mr. Keocu. And you say the administration has taken no official 
position with respect to that legislation ? 

Mr. Tattamy. The administration has opposed that legislation. 

What I said was, or meant to say was that the administration had 
not taken a position on the basic principle of reimbursement. But it 
has opposed that legislation because that legislation as drafted would 
definitely create many added problems by further creating deficits 
in the trust fund. 

Mr. Keocu. In other words, your position with respect to that 
legislation is in opposition to it without any alternative suggestion 
that might give the State some hope that some day they might be 
adequately or even reasonably reimbursed for previously constructed 
roads that have been integrated into the Federal system. 

Mr. Tatxiamy. In answer to your question, the 1956 act stated that 
the Department of Commerce should submit to the Congress the toll 
road and free road situation that has been brought about by bringing 
those into the system and report to the Congress the depreciated value 
of those roads. That was done. 

The same legislation indicated that the Congress would determine 
the basic principle as to reimbursement or not. 

Mr. Keocu. It just seems to me—and I say this for what it is 
worth—that the delay in reimbursing a State like New York for the 
construction of an admittedly modern highway like the throughway 
is placing a penalty on the State for having undertaken to do it itself. 

I think that if we are to lay down an overall plan for the comple- 
tion of an integrated, complete highway system, that the element of 
reimbursement should properly be a part of it now and not some 
time in the distant future. 

Thank you very much, Mr. Chairman. 

The Cuatrman. Are there any further questions ? 

Mr. Koen. I would like to ask one more question. 

Would you state for the record precisely how many miles of new 
highways have been constructed since the enactment of the 1956 act? 

Mr. Tatuamy. Yes. 

We have undertaken 8,000 miles of Interstate System work and 
4,000 project miles have been completed. A project mile means the 
length of the contract. Some contracts do not have the surfacing for 
them, so that that does not mean the 4,000 miles of highways can be 
ridden over now. But high-type pavement of bituminous or port- 
land cement concrete have been completed to the extent of 2,479 miles, 
and 1,500 miles have been completed with a temporary surface, wait- 
ing for the final surface. 

Mr. Kroeu. Thank you. 

The Cuarrman. Mr. Byrnes will inquire, Mr. Tallamy. 
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Mr. Byrnes. I would like first, Mr. Tallamy, to go back to the 
point the chairman raised earlier, and that is the effect of the language 
in the Department of Commerce appropriation bill this year. 

It has just recently been called to my attention that the effect of 
this language is not limited to just its effect on the Interstate System, 
but also affects the ABC program. Is that right? 

Mr. Tatitamy. That is right. 

Mr. Byrnes. Do I understand correctly that you interpret that to 
mean that, even though allocations were made to the States under the 
50-50 formula and contracts were entered into by the States with con- 
tractors, and those bills will be coming due during the course of this 
year, the Federal Government will not be able to pay its share of the 
50 percent because of this limitation in the Department of Commerce 
bill and the shortage in the trust fund ? 

Mr. Tatiamy. Yes; that is correct. 

Of course, that does not mean all of the bills that are submitted will 
not be paid. It means bills to the extent that they represent the 
deficit will have to be held until the trust fund is sufficient to pay 
them. 

Mr. Byrnes. As I understand the situation as it now exists, as 
it has been called to my attention—and I just wanted to verify it— 
is that the deficit in the trust fund which is anticipated for this fis- 
eal year 1960, together with the language in the Department of Com- 
merce appropriation bill, would mean that there will be some money 
due the States under ABC obligations from the Federal Government 
which we will not be able to honor ? 

Mr. Tatuamy. That is right. 

Mr. Byrnes. And either the State has to pay that contractor and 
wait for its share or the contractor has to wait ? 

Mr. Tatiamy. That is right; one or the other. 

Mr. Byrnes. I do not think, frankly, Mr. Chairman, that anybody 
in the Congress who voted to approve that conference report ever 
anticipated this consequence. 

Mr. Tattamy. Mr. Byrnes, may I point out that this did not re- 
from the 1956 act conference, if that is what you are speaking 
of. 

Mr. Byrnes. I am talking about the conference for the fiscal year 
1960, the appropriations bill. 

Mr. Iamsorry. It does result from that. 

Mr. Byrnes. It results from that, does it not? 

Mr. Tatiamy. Yes; it does. 

Mr. Byrnes. That problem has to be cured in either one of two 
ways, I gather. Either some way is found to eliminate that language 
or the present interpretation of it, or there have to be additional 
revenues going into that trust fund during the current fiscal year. 

Mr. Tatiamy. Yes; I wouldsay so. 

Mr. Byrnes, may I say that I am not a lawyer, but I can tell you 
the thinking that seems to be prevalent, for what it is worth. 

One line of thought is that this act actually reimposed the Byrd 
amendment, section 209(g), because it limited the amount of money 
that can be paid to the amount in the trust fund. Therefore, any solu- 
tion to the problem would have to include for this one year again 
the suspension of the Byrd amendment plus additional revenue. 
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The other line of reasoning is that it did not reimpose the Byrd 
amendment. That is the underlying philosophy which resulted in 
the 1958 act, ty 

This appropriation was merely a ceiling, the same as a dollar value 
could be a ceiling, I am just expressing 1t as a lawman. 

Mr. Byrne. Previously the language that was contained in the ap- 
propriation for Federal highways was an appropriation in terms of 

not more than” a specific amount to be derived from the highway 
trust fund. Is that not correct? 

Mr. Tauiamy. Yes. 

Mr. Byrnes. But what Congress has done in this instance is to add 
the words “or so much thereof as may be available in and derived 
from” the trust fund. 

Mr. Tauiamy. That is right. 

Mr. Byrnes. You interpret that to mean that since the trust fund 
itself is in a deficit picture, you will not be able to make allocations, 
that you cannot even pay commitments that were made in prior years, 
even as far back as 1958 or 1957? 

Mr. Tattamy. That is right. 

Mr. Byrnes. Let me ask this: 

As far as the Byrd amendment is concerned, does that generally 
apply to the whole highway program, A, B, and C program, or does 
it relate primarily to the Interstate System ¢ 

Mr. Tatnamy. The Byrd amendment itself just applies to the Inter- 
state System. 

Mr. Byrnes. And, yet, now this particular proposition applies 
across the board ¢ 

Mr. Tatiamy. Yes. 

Mr. Byrnes. And there is why we get an unintended result. 

I suggest to the chairman that what most of them meant was that 
they were making the Byrd amendment effective as it related to the 
Interstate System and yet they have gone beyond that in this instance. 

Following this Byrd-amendment proposition, ruling out this lan- 
guage in the Department of Commerce appropriations bill, the con- 
tinuation of the Byrd amendment or permitting the Byrd amendment 
to become effective would not interfere with the A, B, and C program 
even though the trust fund might be short. 

Mr. Tatiamy. That is right. 

Mr. Byrnes. But it would stop you from making allocations for 
the year 1960 and 1961 to the tal caetnd provided in the authoriza- 
tion ¢ 

Mr. Tatiamy. That is the legal effect. The practical effect is 
different. 

The practical effect is that we have a deficit in the trust fund. Cer- 
tainly we should not create obligations which it would be impossible 
for us to liquidate. 

Mr. Byrnes. Under the Interstate System ¢ 

Mr. Tatzamy. That is right. 

Mr. Byrnes. And that is the situation you are facing now, namely, 
as a result of the action by Congress in 1958 in urging a speedup and 
an additional allocation for highway purposes of $1,600 million, you 
now find, with the Byrd amendment being effective, that you have to 
find the funds with which to pay that $1,600 million. Is that correct? 

Mr. Tatuamy. Yes; that is correct. 
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Mr. Byrnes. And the trust fund does not have sufficient money in it 
to pay that $1,600 million and also take care of the normal allocation 
- t “ normal highway program that you would anticipate for the 

ture 

Mr. Tatuamy. That is right. 

Mr. Byrnes. So that we have that immediate problem irrespective 
~ the peatsiem caused by the overall increase in cost of the Interstate 

ystem 
“Mr. Tattamy. We have that immediate problem; that is right. 

Mr. Byrnes. So you really have two problems: the long-range 
problem which results from the increased cost in the Interstate System 
generally, and you produced a table showing what that difference 
was—— 

Mr. Tatuamy. Yes, sir. 

Mr. Byrnes. But we have the immediate problem to find ways and 
means of absorbing the speedup and the addition of the $1.6 billion 
that was ordered by the Congress last year ¢ 

Mr. Tatuamy. That is right. 

Mr. Byrnes. To put it another way, if the Congress had not adopted 
the amendment put in in the Senate to the highway bill of 1958, and 
had just taken the House bill, you would not be here today on the 
basis of this emergency situation which involves your allocation for 
1960 and 1961. Is that correct? 

Mr. Tatuamy. That is right. 

Mr. Byrnes. I have just one other item which I think we ought to 
clarify. That relates to user taxes. 

Of course, the taxes that are referred to and that are paid by people 
who also use the highways, such as the exercise tax on passenger cars 
and trucks, were not adopted as taxes for the purpose of a highway 
program as such; were they ? 

Mr. Tattamy. No; they were general fund taxes. 

Mr. Byrnes. They were general revenue taxes in the same category 
as the excise tax on gas and oil, appliances, radios and phonographs, 
refrigerators, business machines and the other special tax, as on 
products or users that were singled out for additional taxes to go into 
the general fund. 

Mr. Tatiamy. That is right. 

Mr. Byrnes. That is all, Mr. Chairman. 

The Are there any further questions? 

Mr. Harrison will inquire. 

Mr. Harrison. Mr. Allen, I note on page 3 of your statement the 
expression “Opposition of the administration to bonds.” You = 
that this cannot be reconciled with the pay-as-you-go plan suppo 
by both the Congress and the President. 

The President has not always adhered to that principle of the pro- 
gram; has he? 

Mr. Auten. It is my understanding that the proposal in 1955, was 
not the proposal of the administration. But in most recent declara- 
tions of the President has said, as I quoted, that waiving the Byrd 
pay-as-you-go amendment would be unacceptable to him. 

Mr. Harrison. I am talking about—it is a fact, is it not, that the 
President submitted the proposal to the Congress to finance this entire 
program by bonds? Is that not correct ? . 
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Mr. Auten. That is my recollection. 

Mr. Harrison. And the interest on that would have been some 
$11.5 billion ¢ 

Mr. Auien. I think that is a correct statement. 

Mr. Harrison. Directing your attention to your statement at the 
bottom of page 2, if we transferred to this trust fund some of the ex- 
isting taxes now paid by highway users, that would put a burden 
on the general fund. Is it not fair that the general taxpayer should 
pay the burden on the general fund, the deficit in this highway fund ¢ 
Why should that not be paid by the highway users and the taxes they 
are now paying be dedicated to that ? Bs 

Mr. Auten. I am not sure I can express the views of the adminis- 
tration as well as either the Treasury or the Bureau of the Budget in 
that field, but—— 

Mr. Harrison. My point is if there have to be new taxes to balance 
the general fund because the general fund does not have enough 
money to transfer these users’ taxes into this construction fund, why 
should those taxes not be on the general tax fund ? 

Mr. Aten. This is personal opinion, but I think that it is for two 
reasons. 

Some excise taxes are, as you know, put into the general fund, and 
other taxes of a very similar nature are determined to be user taxes for 
the highway fund. 

I believe the administration has come to the conclusion that under 
the existing circumstances, and until the 1961 reports are available 
and acted upon, an additional 114 cents on motor fuel would be more 
in accord with both the equities of the situation and the existing law 
than any other action. 

Mr. Harrison. To the extent that these highways are built for de- 
fense purposes, then these users’ taxes amount to a special defense 
levy on them, on the highway users. Is that not true? 

Mr. Auten. I do not think so. But, once again, this is a personal 
opinion. 

There are many facilities that are built and used in peacetime by the 
users which have a great military value, and which should be made 
available in the formative periods so they would be usable for defense 
purposes. The parallel with which I am most familiar is the merchant 
marine. 

Mr. Harrison. The contribution of the shipping industry is the 
reverse, is it not? 

‘Mr. Auten. No, quite the contrary. The merchant marine is sup- 
ported, insofar as Federal contribution is concerned, without any 
defense funds, and it is used in peacetime in the general commerce of 
the Nation. But in wartime it is designated as the fourth arm of 
defense, and I think quite rightly. 

Mr. Harrison. And it comes out of the general fund ? 

Mr. Auten. Yes, sir. 

Mr. Harrison. Mr. Tallamy, I wanted to ask you, going back to 
where Mr. Byrnes asked you about the situation we have in 1960: 

Suppose the Congress decided that it was going to slow down its 
program and pay it out of the revenue until the money catches up into 
the trust fund, but it wanted to pay to the States such money as the 
States have actually contracted for and are bound to pay at the present 
time. Do you follow what I mean? 
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How much money would you need to pay what the States are actually 
under contract for ¢ 

Mr. Tatuamy. And not proceed with any further contracts ? 

Mr. Harrison. Until the fund is caught up. 

Mr. Tatiamy. Until the fund is caught up? 

Mr. Harrison. Yes. 

ne Tattamy. I want to be sure I understand your question cor- 
rectly. 

You want to pay the contractors and the States on schedule. You 
do not want to award any contracts from now on until the trust fund 
can support them ? 

Mr. Harrison. Yes. 

Mr. Tatitamy. Under that circumstanc we would need about $400 
million in January, and that would then be reduced to about $150 
million by the end of this fiscal year. 

Mr. Harrison. In fiscal 1960, if the Congress provided $150 million 
revenue, then no State would be in a position of defaulting on any 
contract it has made pursuant to the 1958 act. Is that right? 

Mr. Tatiamy. If you give us $500 million we can pay our bills. But 
if we are not to hold up for any period of time at all the vouchers for 


the States, we would have to have $400 million of it by January of this 
coming year. 
Mr. Harrison. At the end of the fiscal year you would need $150 
million. Isthat right? 
Mr. Tatxamy. Yes, but you need more than that during the fiscal 
ear. 
Mr. Harrison. I understand that. But it would balance itself 


out—— 

Mr. Tatiamy. To the extent of $150 million deficit at the end of 
the year. 

Mr. Harrison. How much gas tax would you have to have to get 
that $150 million ? 

Mr. Tatiamy. You cannot obtain through a tax on gas, even of a 
cent and a half, a sufficient amount of money in January to cover that. 

Mr. Harrison. That is not my question. My question is how much 
gas tax would you have to have to raise $150 million, going into effect 
the first of September ? 

Mr. Tautiamy. A half cent would raise a little more than enough. 

Mr. Harrison. How long would you have to keep that tax on before 
you had the $150 million ? 

Mr. Tatiamy. The half-cent tax enacted for the remainder of fiscal 
1960 would pay out $150 million. 

Mr. Harrtson. In fiscal 1960? 

Mr. Tatnamy. Yes, sir. 

Mr. Byrnes. Would you yield at that point, Mr. Harrison ? 

Mr. Harrison. Yes. 

Mr. Byrnes. Are we talking about the $400 million or the $150 mil- 
lion? Are we talking about the overall ABC plus the Interstate 
System contract obligations ¢ 

Mr. Tattamy. We are talking about over all, interstate and ABC. 

Mr. Harrison. My understanding of what he is saying is that for 
the fiscal year 1960, at one time he may be $400 million short, but 
for the fiscal year 1960, if he has $150 million more, he will not have 
to default on any existing contract made by the States. 
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Do we understand each other on that ? 

Mr. Tattamy. Excepting, of course, that there is defaulting if we 
do not get the $400 million in January. But there will not be default- 
ing beyond the $150 million after the end of the year. 

Ir. Harrison. If the Congress appropriates for the fiscal year a 
net of $150 million more, it would only have to permit you to borrow 
from the general fund $250 million, which would be eee by the end 
of the fiscal year and therefore would not affect fi 1960’s budget. 
Is that not true ¢ 

Mr. Taunamy. That is right. That is correct. 

Mr. Harrison. In other words, he needs $150 million. 

The Cuamman. I do not understand this change. I had under- 
stood that if nothing were done and the Byrd amendment was not 
reinstated, we would be short $500 million in the trust fund in fiscal 
1960 and would have to look to the general fund if additional revenues 
were not provided for $500 million. 

Have you this morning reduced your estimates of that deficit to 
$150 million ¢ 

Mr. Tattamy. No, Mr. Chairman. He stipulated that we stop all 
new contracts and stop all new right-of-way work at once. 

The Cuatrman. I understood that, but I thought this $500 million 
was to be spent in this fiscal year on contracts previously agreed upon 
and let. 

Mr. Tatuamy. No; the $500 million deficit is derived by not appor- 
tioning any more money—— 

The CHarrmMan. What we have already apportioned is what we 
are poing to spend in 1960? 

Mr. Tattamy. Not apportioning any more —, permitti 

n 


the States to go ahead with money that has 
eficit a’ 


to them. That would result in the $500 million 
the year. 

Mr. Harrison. For which they have not contracted. They can pull 
out of that without defaulting on their obligations. 

The Cuairman. I thought all along, Mr. Tallamy, that these moneys 
were apportioned about 2 years before they were spent. 

Mr. Tatnamy. They are. 

The CuammaNn. Then how can you have some moneys for fiscal 
1960 to apportion that will be spent in fiscal 1960 ? 

Mr. Tattamy. Because all of the States have not fully used up the 
money that has been apportioned to them. 

The Cuamman. That is a different thing. 

You call upon the States not to use moneys that we have previously 
committed ourselves to give them, because they have not entered into 
a formal contract with respect to those moneys. 

Mr. Tatnamy. That is right. That is what he is talking about. 

The Cuatrman. All right. 

Mr. Harrison. That isexactly it. 

Mr. Tallamy, as I understand the statute, the 1956 law provides 
that the Interstate System should be built to connect the major cities, 
and should consist of not more than 40,000 miles. 

Mr. Tatnamy. Yes, sir. 

Mr. Harrison. At that time I was on that subcommittee, and we 
were shown a map showing where the roads were proposed to go. 
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Was that map based on law or was it just an expectation of where 
you expected to build those ? 

Mr. Tattamy. That map itself was not the law, but it was certainly 
the intent of the law, I think, to connect those cities that that map 
showed, plus additional cities. 

Mr. Harrison. The Bureau of Public Roads discovered after elab- 
orate research, with the aid of the States, that those roads shown on 
that map could be built for 38,548 miles. Is that right? 

Mr. Tatxiamy. That is right. 

Mr. Harrison. Is it not true that that change of estimate was 
brought about in part by a change in policy with reference to roads 
through cities? 

Mr. Tattamy. No, I do not think so. 

Mr. Harrison. In other words, am I correct that in the original 
estimates on this program the contemplation was that these roads 
would bypass the cities? 

Mr. Tattamy. No, sir, that is not correct. 

Mr. Harrison. You always contemplated that they were to go 
through the cities. Is that correct? 

Mr. Tattamy. Yes, both bypass and go through. 

Mr. Harrison. In the original estimate, am I correct that $23.2 
billion was estimated for the construction of the highways and that 
$4 billion would be for urban roads? 

Mr. Tatiamy. Yes, sir; about. Those are approximate figures. 

Mr, Hapemon. In other words, that is about 20 percent for urban 
roads 

Mr. Tattamy. But in the $23 billion figure there were some 4,400 
miles contemplated in and around urban areas. 

Mr. Harrison. The $4 billion or 2,300 miles was what was desig- 
nated as being for urban roads. Isthat correct? 

Mr. Tattamy. It was designated as being for additional urban 
roads. 

Mr. Harrison. That $4 billion estimate is now $8 billion. Is that 
correct? Is it not double—the cost of those roads? 

Mr. Tarttamy. No. You cannot get a direct comparison in that 
way. 

Mr. Harrison. I thought you said it was $7.8 billion for the urban 
roads in your third statement. Would you look at this and see what 
you estimate now as the cost of your urban roads? 

Mr. Tatitamy. Yes, but that does not relate only to the 2,300 miles. 
It relates to a part of the 4,400 miles which were a part of the 33,700 
miles that were in the original estimate. 

Mr. Harrison. What percent of the highway in mileage would be 
in urban roads? 

Mr. Tattamy. About 5,000 miles are actually going to be in and 
near urban areas. 

Mr. Harrison. That is about what percent? . 

Mr. Taruamy. About 12 percent. 

Mr. Harrison. What percent of the money will go into the urban 
roads ? 

Mr. Tattamy. 42 percent of the money goes into urban roads, and 


42 percent of the traffic is in urban roads. 


Mr. Harrison. Mr. Tallamy, who made the decision to allocate this 
1,450 extra miles that were discovered ? 


Ag 
‘ 
| 
i 
7 


HIGHWAY FINANCING PROGRAM 49 


Mr. TatLamy. They were recommended by the States. They were 
analyzed by the Bureau of Public Roads, asd a recommendation made 
io the Secretary, and the Secretary of Commerce made the allocation. 

Mr. Harrison. Are you quite sure the States were consulted in 
advance and knew that those allocations were made prior to the time 
they were done / 

Mr. Tatuamy, Prior to the official designation, every State re- 
quested the designation. ‘ 

Mr. Harrison, At the time the Department made those allocations, 
was it not known that this fund was insolvent to the extent of about 
$10 million ¢ 

Mr. Tattamy. It was known that the trust fund would not build the 
system to the extent of about $8.9 billion in Federal funds—$10 billion 
in total cost. 

Mr. Harrison. About $10 billion insolvent then ? 

Mr. Tatramy. Yes, sir. 

Mr. Harrison. Just who in Congress was consulted about adding 
this $1.5 billion cost to this fund ? 

Mr. Tattamy. The administration did not consult Congress as a 
body; that is certain, and I do not know of any individual consulta- 
tions, It was done under the authority of the 1956 act. 

Mr. Harrison. As I understand it, knowing that the fund was $10 
billion insolvent, there was no money to pay for it, the administration 
added 1,450 miles at the cost of $1.5 billion without giving Congress 
the opportunity to say where the money was to come from ? 

Mr. Tatnamy. Let me point out again that the Secretary of Com- 
merce made the designation, and that he designated, after reeommen- 
dation by the States, 1,102 miles. The 350 miles are still in reserve. 
We have included the 350 miles in this estimate. 

Mr. Harrison. I understand that. 

Mr. Tatinamy. But it is not actually designated. 

Mr. Harrison. And that decision was made in late 1957 as I under- 
stand it ? 

Mr. Tatiamy. Yes. 

Mr. Harrison. And allocation was actually made then? 

Mr. Yes. 

Mr. Harrison. How did you contemplate paying for this expense? 

Mr. Tattamy. The same way it was contemplated paying for the 
cg that were already allocated that we did not have enough money 
to do. 

Mr. Harrison. In other words, to the extent of a billion and a half, 
the administration increased the deficit for which it is now presenting 
the bill. Is that correct 

Mr. Tatuamy. Yes, sir. 

Mr. Harrison. Mr. Tallamy, how is a specific route designated 
within a State? 

Mr. Tatuamy. A specific route is designated by considering several 
things. First you consider the integration of the system; in other 
words, the tying of the system in together. You consider the national 
defense. But specifically we consider the population that is along 
the route, the amount of agricultural production along the route, the 
amount of industrial and commercial activity along the route, and 


the amount of mining activities. Those are all weighted, and then 
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a determination is made based upon those weights as to which routes 
ought to be advanced. Then that is merely a general corridor that 
will be designated. After the general corridor is designated between, 
say, two cities, then the next step is that the State prepares, usually, 
aerial photographs. But sometimes they do it in actual ground sur- 
veys and precisely lay out a number of routes. When they do that, 
then they analyze the cost of the different routes, the economic effect 
of the different routes, and the economic effect upon traflic and trans- 
portation. Following that, they have a public hearing. Following 
the public hearing the State again considers all of those activities 
and submits their final recommendation to the Bureau. 

The Bureau of Public Roads at that time analyzes the engineering 
and the economic and other facts regarding the route in the light of 
what was said at the public hearing, and then either agrees or vetoes 
the State’s request. 

That is the way a road is designated. 

Mr. Harrison. Do you give greater consideration to local needs 
or general use? 

Mr. Tatuamy. We do give consideration to local needs. 

Mr. Harrison. Suppose that conflicts with the general use of the 
motoring public passing over the route. 

Mr. Tatitamy. I didn’t understand. 

Mr. Harrison. What I am trying to get is: sometimes local con- 
siderations would be one thing, and the general use of the road as an 
interstate communication would dictate another route. 

Mr. Tatitamy. The local needs are to be given, under the legisla- 
tion, equal attention with interstate traffic insofar as feasible and 
practical. In the advancement of that, what we have to do is to 
establish, for instance, a bypass route when the volume of traffic 
around a community is such to warrant its construction. If the 
volume of traffic does not warrant it, then we have to move closer to 
the community in order to do it. 

Then we give local needs equal attention in providing additional 
interchanges to the extent that is reasonable in a location of that 
nature. 

Mr. Harrison. In making these allocations up to now to what extent 
have the States increased the mileage as shown on the map that we 
were talking about a while ago? 

Mr. Tattamy. The States have pretty generally not increased the 
mileage. 

Mr. Harrison. And, as a rule, there has been no increase in costs 
as a result of changes made by State highway commissions in the 
routes shown in the map? 

Mr. Tatitamy. An increase over what? The 1955 estimate, or what! 

Mr. Harrison. I meant increase because of added mileage. 

Mr. Tattamy. No; I would say not. 

Mr. Harrison. Are you familiar with the report the Comptroller 
General submitted to Congress on July 2 pointing out several matters 
for consideration by Congress ? 

Mr. Tattamy. Yes, sir; I am. 

Mr. Harrison. Are you familiar with the summary of items con- 
tained, the recommendation contained in that report ? 

Mr. Tatiamy. Yes, sir. 

(The following letter was received by the committee :) 
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DEPARTMENT OF COMMERCE, 
BurEAU OF PuBLIC Roaps, 
Washington, July 24, 1959. 
Hon. WILsur D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D.C. 

DEAR Mr. CHAIRMAN: I have been thinking over my reply to the questions 
before your committee on July 22, 1959, regarding the General Accounting 
Office report covering the fiscal years 1957 and 1958, having to do with financial 
management. Because of the importance of the subject, 1 would like to enlarge 
upon my remarks. 

First of all, | would like to point out that the operations of the Bureau were 
carried on during the 2-year period for which this report was submitted as 
well as years prior to and after the audit in such a manner that the expenditures 
reported by the Bureau were in agreement with the books of the Treasury 
and unliquidated obligations were supported by an inventory of documents. There 
was no question then, nor is there now, concerning the accuracy of the account- 
ing for every dollar spent. The comments of the GAO deal principally witb 
desirable improvements in financial management and accounting system tech- 
niques and are not directed primarily to the accuracy of the end result of the 
techniques which had been followed. We have, of course, given recognition to 
their comments and are continuing to alter and strengthen our accounting 
system and procedures, with the goal of making them the most modern 
available. 

To effectively administer the expanded program, we had begun the strength- 
ening of our financial organization and raising the qualification standards of our 
accounting and auditing personnel even before the close of the audit period. 
For example, in the last year and one-half we have increased our professional 
financial management staff by approximately 120 employees, including our 
auditing and accounting staff. Also, since the enactment of the 1956 act, we 
have added about 80 professional appraisers whose responsibility is to spot check, 
and completely check where found to be necessary, appraisals and ri-it-of-way 
settlements. These men also evaluate the procedures and right-of-way opera- 
tions of the State highway departments. 

As another example of the steps we have taken to strengthen our financial 
Management operations, we have established a Project Examination Division. 
This Division now includes three full project examination teams, composed of 
investigators, auditors, engineers, and appraisers, who are regularly conducting 
investigations in the field. It is their responsibility to examine operations of 
the Bureau of Public Roads field offices and the State highway departments 
and evaluate procedures and operations covering all facets of the Federal-aid 
program and, of course, auditing records, as warranted. Frequently, where we 
feel conditions warrant, we also have special teams in the field making special 
investigations. 

The General Accounting Office report emphasized the need for additional 
professional accountants to the financial staff of the Washington office to assist 
the Bureau in its objective of conforming with the governmentwide program 
of modernizing the techniques and otherwise improving financial management 
of Government agencies as outlined in Budget Bureau Circular No. 57-5, dated 
October 10, 1956. We have already advised the General Accounting Office that 
we agree this is a desirable objective and have recently employed three out- 
standing former employees of the GAO. The head of this special staff ranked 
among the first top 10 in the entire United States when he passed the certified 
Public accountant examination in 1954. We have given this staff the special 
assignment of developing plans for the expansion of present procedures and 
techniques as required to produce a system of accounting, budgeting, and fi- 
lancial reporting which will most adequately serve the Bureau needs and at 
the same time give recognition to governmentwide financial requirements. One 
of the important elements of this system will be the development of a plan for 
accrual accounting. 

I might also point out that of the additional financial people mentioned previ- 
ously, 20 were assigned to the main office in Washington. The new appoint- 
ments included a CPA to head our Finance Division who has had many years 
of experience in Government accounting, including recent accounting system 
assignments with the GAO. 

The reference by the General Accounting Office to lack of documentary sup- 
port for obligations indicates dissatisfaction with the mechanics of the processes 
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followed in providing support to certification under the various accounts. It 
does not mean that the basic documents supporting an obligation do not exist 
Again, this is a technical accounting matter, and we have taken steps as of July 
1 of this year which will permit the presentation of the accounts in a manner 
which we believe will be satisfactory to the GAO. We face the task of perfect. 
ing the procedure during the course of the year, and we are working with the 
GAO on this problem. 

Actually, the accounting problems which have been reported by the GAO 
developed during the fiscal year 1958, which was the first year of the operation 
of our accounting system under the decentralized plan. Decentralization of ac. 
counting operations were placed into effect late in fiscal year 1957 because of 
the magnitude of the program undertaken as a result of the 1956 act. It was 
impracticable to perform effectively in the Washington office the detailed ac. 
counting required by the expanded highway program. 

It was not unexpected that some difficulties would arise in the course of de- 
centralizing the financial control system. However, we are continuing to exert 
every effort to recognize them and to amend procedures, where necessary, as 
promptly as possible. 

With respect to the GAO recommendation relating to organizational place 
ment of audit responsibility, we have advised them that we will consider care- 
fully the recommendations in the report, and, in the event desired results are 
not being realized under presently assigned responsibilities, appropriate steps 
will be taken. 

We appreciate the opportunity of working with the GAO on these matters. 
You may be sure that the entire staff of the Bureau of Public Roads desires its 
plan of financial management to be modern and efficient in every respect and 
that every reasonable effort is being exerted to accomplish this objective. 


Sincerely yours, 
B. D. TALLAMY, 
Federal Highway Administrator. 


Mr. Curtis. Was that the report of this year? 

Mr. Harrison. Yes. 

Has the Bureau of Public Roads instituted a method of review of 
the States’ qualifications as related to bidding practices ¢ 

Mr. Tatiamy. Did you ask if we are reviewing such practices? 

Mr. Harrison. Have you done it; yes. What have you done about 
that? 

Mr. Tatuamy. Yes, sir. We have had conversations on that with 
the various State highway people, and a committee is studying it 
now. We will, as a result of that, have a report as to all of the States 
in November of this year, and as a result of that report we will either 
adjust the present standards or not. 

Mr. Harrison. To what extent have you attempted to persuade the 
States to eliminate the practice of disclosing engineering estimates 
prior to the receiving of contractors’ bids ? 

Mr. Tatiamy. That is a moot question. I do not think that we 
have requested any of the States not to disclose their estimates. In 
many States that is required by law and in other cases it is a highly 
desirable thing to do. If a State discloses the estimate, then there is 
no opportunity for someone to get it subversively, and it is wide open 
for everybody to know, and we are not at all sure that it is a desirable 
thing to try to hide an estimate before the bidding is received. 

Mr. Harrison. What are you doing to scrutinize the types of con- 
tractors that States enter into contracts with for consulting services! 

Mr. Tattamy. The contracts that are entered into for consulting 
service are reviewed carefully by our division engineer. As a gen- 
eral rule, he does not have the authority to approve them. They have 
to go to the regional engineer, and that is one of the few instances 
that the division engineer does not have authority to approve oD 
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hisown. The regional engineer is the next in line of command from 
the Washington office. 

So they are carefully reviewed, contract by contract, before they 
are approved, and not by the man that is in the State in which the 
contract is being advanced, with few clearly routine authorized 
exceptions. 

Mr. Harrison. I want to thank you, sir, very much for answering 
my questions. 

The Cuatrman. Mr. Allen and Mr. Tallamy and the others at the 
witness table, will it be convenient for you to return to the committee 
at 1:45 4% 

Mr. ALLEN. Yes. 

The Cuairman. Without objection, the committee will return at 
1:45. 

(Whereupon, at 12:40 p.m., the committee recessed until 1:45 p.m., 
this same day.) 


AFTERNOON SESSION 


The Cuatrman. The committee will please be in order. 
Mr. Ikard will inquire. 

Mr. Ikarp. If I may just recapitulate for a minute here, it is my 
understanding from the testimony this morning that originally the 
estimates for this highway program were something in the order of 
$24,825 million or $25 billion, just to round it off. Then the trust 
fund was obligated to pick up the tab on prior authorizations that 
had been set up in the 1952 and 1954 Highway Acts, which obligations 
I believe were something in the order of $315 million. 


STATEMENTS OF JOHN J. ALLEN, JR., BERTRAM D. TALLAMY, J. C. 
ALLEN, AND F. C. TURNER—Resumed 


Mr. Tatnamy. Yes, sir. 

Mr. Ixarp. Then I believe one of your charts showed someplace 
that there is roughly an increase in cost which we blanket in to be 
$8,925 million, or we have been using the figure of $9 billion to round 
it off. 

Mr. Tatuamy. Yes, sir. 

Mr. Ixarp. Then in addition to that, the 1,425 miles that was dis- 
cussed at length here this morning costs an additional $1,500 million 
to where—of the life of the program as it is now projected—we will 
need, first, the $315 million of these prior authorizations that were 
picked out of the trust fund. 

Then we will need the $8,952 million, or $9 billion added cost, and 
then the $1,500 million that this 1,452 miles additional, in effect addi- 
tional roads, will add to the cost. 

That, generally, is a summation of where we are from a fiscal stand- 
point over the life of this program ; is that correct ? 

Mr. Tatiamy. It is correct, sir, excepting that in the $315 million 
item there is the $175 million that is in the $25 billion estimate. We 
had $24,825 million. We use $25 billion. 

Mr. Ixarp. Then what is the net that you pick up? It is the differ- 
ence between what? $175 million and $315 million ? 

Mr. Tattamy. $140 million. 
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Mr. Ixarp. We know what this $1,500 million is. That is the in- 
creased cost brought about by this 1,452 miles that was allocated, so 
we know what that is. 

Do you have any breakdown on this $9 billion or $8,952 million, the 
so-called increase in cost ? 

I have seen the figure used, for instance, that relocation of utilities 
was $1,500 million. Is that correct? 

I would like, if you have the information, and if you do not I wish 
you would supply it for the record, an itemization of this so-called 
increase in price which is represented by this $9 billion. 

Mr. Tautiamy. Yes, sir. I have it and I did put it in the record, 
and to refresh our testimony on it, $1.2 billion is the result of the 
increase in traffic forecasts. 

Mr. Ixarp. Translating that traffic forecast, what does that mean? 

Mr. Tattamy. That means that we have an increased number of 
lanes because it is estimated there will be more traflic in 1975 than 
was estimated in the 1955 estimate. 

Mr. IkaArp. That is $1.2 billion? 

Mr. Yes, sir. 

Then there is a $3.4 billion increase due to local needs. 

Mr. Ixarp. What does that mean ? 

Mr. Tatiamy. That is an expression of the increased number of 
interchanges and structures which are required because of the local 
needs concept as compared to straight interstate highway traffic 
concept. 

In other words, you have more local needs. You have more inter- 
changes. That amounts to $3.4 billion. 

The utility item you mentioned is included in a group which in- 
cludes the Interstate System signing. You see, we will now have 
signing to express highway standards uniformly throughout the en- 
tire United States. 

Utilities is grouped in with that and it totals $700 million. 

Then there was an increase between the time the estimate of 1955 
was made and the estimate of 1958 was made of 12 percent in construc- 
tion costs due to a general price rise in the construction field, and, of 
course, that applied to every item that there was for construction. It 
amounted to $3.6 billion. 

Those items I just mentioned total the $8.9 million, and they are in 
a tabulation which I put in the record. 

Mr. Ixarp. Those are the figures that are shown on table 1 of your 
supplemental statement ? 

Mr. Tatiamy. That is correct; yes. 

Mr. Ixarp. Then the local need item, the $3.4 billion item, is, in 
effect, rather than an increase in cost, to some degree a change in con- 
cept, is it not? 

Mr. Tatiamy. Yes. 

Mr. Ixarv. We started out, if my memory serves me correctly, with 
the idea in mind that we would connect these different areas of the 
country with-a highway system, and I know there was a lot said about 
you could leave San Francisco and go to New York without encoun- 
tering a red light on the way and all that. It was more of linkage of 
these areas together, as I understood the concept, and I may be wrong 
about this and I am just asking the question, rather than it was so 
much the urban problem ? 
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Am I correct in my assumption, or is that a mistaken impression ? 
Mr. Tatitamy. No; you are correct. 

However, the original concept did include a certain amount and 
quite a considerable amount of highway work in metropolitan areas. 
It did not, however, specify that we should give equal consideration 
to the local needs aspect of the design and of the development of the 
Interstate System that we now have to give as a result of the 1958 act. 

That, then, affects the number of interchanges even in the metro- 
politan areas. It also affects the number of interchanges to the 
smaller communities. 

Before the 1956 act, we might bypass a community of 5,000, or maybe 
a thousand, and even more, possibly. Many of the toll roads don’t 
have any connections to communities of two or three thousand people, 
but certainly, if we are going to serve the local needs aspect, we will 
have to have interchanges in those places, so there is a different con- 
cept developed as a result of the 1956 act, which requires us to give 
equal attention, and I think poperly so, to local needs. 

Mr. Ixarp. Then the 5-percent increase that is due to traffic increase 
is largely, as I would interpret it, an urban problem, too, is it not? 

Mr. Tatitamy. No, sir. That is a general statewide or nationwide 
traffic increase. 

As a matter of fact, 58 percent of all of the traffic that will be on 
the Interstate System in 1975 will be rural traffic and 42 percent will 
be urban traffic. 

Of course, however, we should always keep in mind that the rural 
traffic, while it represents traflic in the rural areas, to a great extent 
originates or terminates in the metropolitan areas; and if it was not 
for the metropolitan areas, there wouldn’t be rural traffic, but that is 
the distribution of traffic between those two systems. 

Could I also say that it so happens the distribution in the cost of 
developing the system is in the same percentage. It is happenstance, 
but that is the case. 

Mr. Ixarp. Then, as a general statement, would it be a fair one to 
say that of this $9 billion about 50 percent of it is brought about on 
account of the change in the concept of the program rather than 
increased cost, and I refer to this $3.8 billion for local needs and the 
$1.3 billion for traffic, and would assume that actually the only cost 
increases that you have are the 3-percent increase for the removal of 
utilities and the 12-percent increase due to price increase / 

Would that as a general statement be a fair one? 

Mr. Tattamy. Yes; I think so. 

Mr. Ikarp. Mr. Harrison, I think it was just before we adjourned 
for lunch, got into this immediate problem that we have, which the 
chairman indicated, I think, he was troubled about. I became more 
confused than I was when I started, and I might say that that is 
considerable. ; 

If we decided to go ahead—and I have looked at your charts here— 
without doing anything on this program—in other words, the revenue 
and everything would remain as it is at this moment—what first would 
be your obligation in fiscal 1960 ? 

How much money are you presently obligated to pay in 1960? 

Mr. Tatiamy. It is a question that is a little hard to answer. I 
will answer to the best of my ability. It is a little hard to answer, 
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because the obligation as we see it is to permit the States to enter into 
contracts against the money which has already been apportioned to 
them, but which has not been placed under contract. 

If that is the case, and we think it is, the deficit at the end of the 
fiscal year will be $500 million. 

Mr. Ikarp. Yes, sir; but that would be your deficit then. What 
would be your total obligation ? 

Mr. Tatiamy. The total obligation in 1960 would be $1,800 million 
for the Interstate System. 

Mr. Ixarp. You would have income available then of $1.3 billion, 
I take it, to show a deficit of $500 million ? 

Mr. Tauiamy. The obligations do not result necessarily in an ex- 
penditure this year. I think you want to talk about expenditures, is 
that right? 

Mr. Ixarpv. What I am trying to do is just to simply find out as 
of now what you consider that you are obligated to pay as of now for 
fiscal year 1960. Then I would like a figure, too, for 1961 if you 
know what it is. 

Then I would also like the income that you anticipate for fiscal 1960 
and fiscal 1961 under the present legislation. 

Mr. Tattamy. We will be spending in 1960, if we meet all our ex 
penditure obligations, $3,135 million. 

Mr. Ikarp. $3,135 million? 

Mr. Tatuamy. Yes, sir; that is right. 

Mr. Ixarp. And you will be $500 million short ? 

Mr. Tatiamy. Yes, and that is because we will have a balance of 
$525 million in the trust fund and an income of $2,122 million during 
the course of the year, so that the balance that presently exists in the 
trust fund, or did exist at the beginning of fiscal 1960, plus the in- 
come in fiscal 1960 subtracted from the estimated expenditures of 
$3,135 million is a deficit of $490 million. 

Mr. Ixarp. $490 million? 

Mr. Yes, sir. 

Mr. Ixarp. What is your situation under existing law as far as 
fiscal 1961 is concerned ? 

Mr. Tatiamy. Under existing law, in 1961 our receipts would be 
$2,195 million. Our expenditures would total $2,685 million. 

When we consider the carryover deficit of $490 million, along with 
the income of $2,195 million, it results in a net deficit by the end of 
1961 of $980 million. 

Mr. Ixarp. $980 million. 

What you need under the present law then for the next 2 years, 
this current fiscal year and 1961, is roughly a billion dollars? 

Mr. Tatiamy. That is correct. 

Mr. Ixarp. Under present law, and as I understand your testimony 
this morning, this deficit would be picked up over the life of the 
program in something like a year or two after 1972? 

Mr, Tatiamy. Yes, that is correct. 

Mr. Ixarp. How many years? 

Mr. Tatuiamy. I think the question this morning, as I recall it, 
contemplated continuing apportionments. 

Under existing law, we could not permit apportionments for 1961 
and only $500 million for 1962, and that would mean, with no ap- 
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portionments made this year and only $500 million next year, that 
we would reduce the deficit in 1962 to about $600 million, $597 million, 
and in 1963 we would wipe it out. ! 

Mr. Ixarp. Yes, but my question was that if you carried on your 
apportionments and you carried on your program, then how long 
would you have to extend it in the end to raise enough money to pay 
for it? 

Mr. Tatuamy. It takes about 4 years beyond 1972, between 4 and 
5 years, without providing for the ABC program out of the trust 
fund after 1972. . 

Mr. Ixarp. In other words, if you continue at your present rate 
and merely extended the present law to where it was effective until 
1976, you would have at that point received enough money to pay 
for the whole program; is that correct ? 

Mr. Tattamy. Without interest. That would be without interest, 
of course. 

Mr. Ixarp. Yes. 

You are familiar with this program, I know, from its inception. 
Again, this may be a false impression, but along with several others 
here I was on the subcommittee that initially worked on this legisla- 
tion, and we rejected the original Clay report recommendations en 
bloc, and I speak only of the action here in the House. We envisioned 
a program that would be over a period of years during the life of 


which there would be in a given year a deficit and in another year a 
surplus, but that over the life of the program it would pay for itself. 

That was my understanding of what we initially did here in the 
House in this committee, and which was subsequently approved by 


the House of Representatives. 

Then we got the so-called Byrd amendment in the other body. 
Did you that administered the program at that point get away from 
the concept of the trust fund where, at a given point, you might have 
a deficit and another time a surplus, but over the whole it would pay 
for itself? 

Did you divorce yourself from that idea or abandon it and adopt 
the idea that you had to have money each year to pay for your pro- 
gram as you built it? 

What I am trying to find out is where the change in concept of this 
program occurred. Was it on account of the Byrd amendment ? 

Mr. Tattamy. Yes, sir. That caused the program to have to live 
year by year within the income of the trust fund. 

Mr. Ixarp. Those of you who administered the program after the 
Byrd amendment was adopted then considered the policy to be that 
we had in effect done away with the original trust fund idea to the 
point where we would have a sinking fund and carry this program 
over its lifetime ? 

Even though there may be deficit years in it, you considered that 
as a matter of policy that had gone through the boards and that you 
were then on a year-to-year basis? 

Mr. Tatnamy. Yes and no. 

I will have to describe it both ways. 

The action of the Congress in 1956 in adopting 209(g) did actually 
require the program to go forward each year within the limitations 
of the trust fund to finance the expenditures. 
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There was another provision, however, in the legislation which per- 
mitted apportionments which could not be made because of that limi- 
tation to be deferred until the latter part of the program, so that, for 
instance, if you couldn’t apportion that $500 million this year because 
of the limitation of 209(g), that could be deferred until the latter 
part of the program and until such time as the trust fund could carry, 
so that it did both things in the 1956 legislation. 5 

Mr. Ixarp. Then back to the question that has already been asked 
you and I want to raise the point again. 

It is difficult for me to understand about this application of the 
1,452 miles at a time when we knew that the trust fund was, in effect, 
in a deficit situation. 

Let me ask you this, and we all recognize your short-range problem: 
You are familiar I know with section 210 of the 1956 act which pro- 
vides for this report of the usage and the apportioned share of cost 
and all that the different users should bear. 

Do you think it would be better to attack this problem from a 
short-range basis until we have the benefit of whatever might come 
from this study that we will have, as I understand, in 1961 to where 
we might at that time revise the whole users tax setup. 

I mean I have no way of knowing what that report would show 
and I am sure you do not either at this time, but I can only assume 
that it will be a worthwhile report. 

Do you think it would be better for us to wait until that report is 
available before we look at this long-range situation, or do you think 
it would be better to go ahead and try to make the long-range allo- 
cations of the tax money now ¢ 

Mr. Tatiamy. I think it would be better to wait because the reports 
that will be submitted will be very well worthwhile reports. The 
will represent 4 years of intensive study on the problem and I think 
that they will furnish a foundation for a very logical and scientific 
approach to the whole problem of long-range financing and taxing 
to support this. 

Mr. Ixarp. In other words, in view of that, then, it would be your 
suggestion, I take it, then, to the committee, that whatever we do, 
we do it with the view of being for fiscal 1960 and 1961 and then as 
far as any permanent changes that might take place, we will wait 
until such time as we have the benefit of this report. 

Mr. Tatiamy. I do; but I also hope that the committee will take 
into consideration the fact that the 1956 legislation does not permit 
an apportionment if, when the expenditures come due, the trust fund 
will not liquidate them. 

What I am saying in another way is that we could not make any 
apportionment this year to keep the program on schedule unless the 
committee considered financing to carry through 1964. That would 
then permit us to make an apportionment because we would know 
under present legislation that there would be revenue in the trust 
fund to meet the expenditures, but that does not mean that in 1961 
the tax base could not be adjusted so as to provide the revenue in the 
trust fund in some other manner. So I do not think it ties the hands 
of the Congress to give full consideration to a long-range program 
in 1961 by making a temporary provision now to carry through 1964 
in order to permit the apportionment this year and next year. 
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Do I make myself clear ? 

Mr. Ixarp. Yes, sir. 

| have just about two more questions, Mr. Chairman, and then I| 
will be through. 

Back to this whole concept of financing this program: In the mak- 
ing of allocations have allocations been made that exceeded the income 
of the trust fund for any given year / 

[ assume that they obviously have been. 

Mr. 'Tauttamy. Oh, yes, they were, as a result of the 1958 act last 

year. 
’ Mr. Ikarp. In other words, the fact of the matter is then the al- 
locations were made apparently on the idea that the overall revenues 
over the term of years would be what we would consider. Yet. the 
Byrd amendment said that we in effect were going to pay as we go. 
Is that what happened / 

Mr. Tatnamy. You are speaking of allocation of money ¢ 

Mr. Ixarp. Yes, sir. 

Mr. Tattamy. In 1958, the act passed actually directed the appor- 
tionment of money to the extent of $1.6 billion in excess of what the 
trust fund would support, and the act further, because it was an anti- 
recessionary measure, directed that $500 million of this be placed 
under contract by December 1 last year and finished by December 
lof this year. That item alone represents the deficit im 1960. 

Mr. Ixarpv. That is just about the deficit, the 1960 deficit, as 1 un- 
derstand it. 

Mr. Tattamy. That is right. 

Mr. Ikarp, Yes, I am familiar with that. 

As I said at the beginning, in the Congress, in other words, on the 
one hand we had been following the trust fund concept and on the 
other we have had the pay-as-you-go or so-called Byrd amendment 
keeping us down before. 

I think the Congress in that instance was equally at fault with the 
administration and I am not trying to imply in any question that 
there is anything wrong with your administration. 

I would like to direct about one question here to Mr. Allen, if I may, 
and then I will be through. 

Mr. Allen, you were talking this morning, I believe in response to 
a question by Mr. Harrison, about the defense aspects of this high- 
way. I know you are not representing the Defense Department, but I 
assume that we could all agree that they approved of this and con- 
sidered it a worthwhile defense project to have this big highway sys- 
wa .) being. I do not think there is any real dispute about that, is 
there 
_ Mr. J. J. Auven. I think there is no dispute about it. I think that 
it is a valuable asset in times of emergency and they have joined in 
approving the routes that are involved. 

Mr, Ikarp. I would certainly agree with that, but the point I am 
making is, and it is one that I think again Mr, Harrison made, is this 
hot a little unusual in the way of financing when we say that the De- 
fense Department in effect needs this and yet you have posed a user’s 
tax to pay for it when all of the people will benefit from whatever 
proportion there is of defense use in it ? 

Mr. J. J. Aten. I don’t consider, and this is a personal opinion 
formed before I went to the Department of Commerce, that the de- 
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fense use of a facility which is valuable in peacetime involves a con- 
tribution from the appropriations of the Defense Department. 

On the other hand, we have several examples in Government, and 
the Panama Canal is a good one, where the use of the canal is paid 
for in tolls assessed against the users. 

Mr. Ixarp. However, the Defense Department pays tolls, do they 
not? 

Mr. J. J. Auten. Not exactly. 

The use of the canal by civilian and defense ships is checked, and 
the tolls that would have been assessed against the defense use is 
not assessed against the private carriers. In that case the general 
fund in effect pays for the defense use, which is a general use, but 
civilian users pay the entire amount with respect to civilian use, 

If you apply that to highway use, and I cannot substantiate this 
except as a matter of estimate which the 1961 surveys will show 
exactly, I think that the demands on the highways’ standards for 
the ordinary commercial use now being made are about as high as 
they would be for defense use. I doubt that any additional strength 
is built into the highway system for military use. 

Mr. Ixarp. I think I have read somewhere that there has been 
some change, and one of the gentlemen there can correct me if I am 
wrong, with some of the structures being designed to where they 
could move locks under them and over them. 

I would assume that that added some cost, if that is a fact. 

Mr. J. J. Auten. If I may finish the thought, in order that I can 
comment on the whole thing, the other side of this picture as to the 
defense cost in peacetime would involve an estimate of the percenta 
of the total use that is made by the Defense Department. I would 
think that at the present that percentage is rather low, judging by 
the use that we make of the highways. Those figures as to percent- 
age of use will be definite in 1961, if I am correct. 

Mr. Tatiamy. That is right. That will all be a part of the 1961 
report on needs. 

Mr. J. J. Auten. To conclude my personal view, the present. peace- 
time use of the highways is almost entirely a use for the peacetime 
commerce of the Nation and the users are properly, in my opinion, 
paying the charge. 

Mr. Ixarp. That leads to my final question, which has already I 
think been answered, since that information will be in this 1961 
report. 

Is that not another reason why we should wait for anything that 
would be said to be a permanent solution to this until we have that 
information available to us, in your judgment? 

Mr. J. J. Aruen. Yes, that is the purport of the last part of the 
statement that I made. 

Mr. Ixarp. That is the reason I directed the question to you. 

Thank you, Mr. Chairman. 

The Cuatrman. Mr. Simpson will inquire. 

Mr. Stwpson. Mr. Tallamy, first of all, I am pleased that you are 
here. Your testimony was complicated so I will have to do some 
studying on it necessarily. 

I am interested in knowing, though, how many miles of road, if 
that is an appropriate way to measure what Congress did, we have 
bargained to construct ? 
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Mr. Tattamy. When you deduct the toll roads and deduct the 
average amount of free roads which have been partially constructed 
by others, and the 393 miles which have been completely constructed 
by others, it reduces it to 34,000 miles of Interstate Highway System 
that we would actually be constructing from 0 completion to 100 
percent completion. 

That would be the equivalent. In other words, there is an equivalent 
of 34,000 miles we are building from 0 completion to 100 percent 
completion. 

Mr. Srreson. When was the legislation passed for the 34,000 miles? 

Mr. Tatitamy. The 84,000 miles is an average figure which results 
from the fact that 2,256 miles of toll roads have been incorporated 
into the system and 8,909 miles of free roads have been incorporated 
into the system. 

Now, I deduct from the 40,000 the 2,256 miles because the trust fund 
does not have to spend anything to bring those up to completion, 
and by deducting the apportionment of the roads which are partially 
completed, it wee. Sod then the total 40,000 miles to 34,000 miles. It 
is not a legislative figure. 

Mr. Srwpson. Then let me use the figure of 40,000, which has been 
adjusted various ways, and refer now to the 40,000. 

When was that mileage authorized ¢ 

Mr. Tatiamy. That mileage was authorized in 1944, in the 1944 
act. 

Mr. Stupson. And the Highway Act which created the trust fund 
and so on envisaged how many miles of road ¢ 

Mr. Tatuamy. The same thing, 40,000. 

Mr. Srupson. Is it your contention that that figure was changed 
by the work which was done under the 1958 act when it was speeded 

Mr. Tatiamy. No, that mileage in my opinion did not change as 
aresult of the speedup. 

Mr. Srmpson. That is to say, that speedup was a speedup; it was 
not an increase in the obligations of the trust fund ¢ 

Mr. Tattamy. No,sir. It was a speedup, that is right. 

Mr. Stupson. Is it not required that before you opportion money, 
the Secretary certify that the money is available for the apportion- 
ment ¢ 
_ Mr. Tatiamy. Not when the 209(g) amendment to the 1956 act 
is suspended, as it was in 1958. 

Mr. Srwpson. Without regard to the waiver of that, now, you must 
have the money on hand in order to make an allocation ? 

Mr. Tatuamy. Yes, sir; in the future we must be able to estimate 
that the money will be on hand to meet resulting expenditures before 
we make any allocation. 

Mr. Surson. For the mileage authorized under the 1958 act, the 
Secretary of the Treasury had to certify that money was available? 

Mr. Tatiamy. That is correct. 

Mr. Simpson. My question then is, where is the money now ? 

Why are you short, or is all the shortage a result of the speedup? 

Mr. Tattamy. All of the shortage is a result of the speedup. 

Mr. Stmpson. Do you suggest that Congress did not intend when it 
speeded up that we should still remain within the responsibilities 
of the act of 1956? 
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Mr. Tatuamy. Yes, sir. 

Mr. Surson. Did Congress indicate that it was going to provide 
for more money, or did it indicate that it was to be taken out of the 
trust fund which was then in being? 

Mr. Tatiamy. I don’t believe it indicated how it was going to get 
the money in the 1958 act, but it definitely directed the expenditure. 

Mr. Simpson. Are you then assuming that Congress intended to add 
that mileage to the 40,000 miles ? 

Mr. Tatiamy. No, sir. 

Mr. Srmpson. Are you assuming that Congress knew that the speed- 
up would cost additional money and neglected to deal with it? 

Mr. Tattamy. The speedup as I visualize it was merely moving the 
$1,600 million from the back of the program to the front of the pro- 
gram and that there was no change in overall cost as a result of the 
speedup. 

Mr. Simpvson. However, there was a change in the time the money 
was required ? 

Mr. Tatuamy. Exactly. 

Mr. Simpson. Therefore, your proposal is that we levy a new tax 
to make up the money that is needed because of the speedup ? 

Mr. Tattamy. That is correct. 

Mr. Simpson. On page 7 of your statement you indicate the conse- 
quence of not providing more money would be a halt for a period of 
about 9 months all further approvals of construction. How serious 
would that be? 

Mr. Tattamy. It would be a delay of the whole program of 9 
months at least. 

Mr. Suweson. May I interrupt and ask why would it be a delay if 
the original bill contemplated it would all be done within a prescribed 
number of years and with the speedup, which presumably we are 
having advantages from now, we would still complete the job in the 
same number of years? We would still finish up within the allotted 
time as contemplated when Congress passed the law ? 

Mr. Tatitamy. But a part of that whole delay results from not being 
able to apportion the $214 billion which, according to the 1958 act, we 
were to apportion this calendar year, and because we would be unable 
to apportion $2.2 billion next year, and of course that whole thing 
means we fall off schedule because of that $4.7 billion as against $1.1 
billion in the Interstate System. 

Mr. Srvprson. You are talking about the effects of the 1958 act? 

Mr. Tatuamy. Yes, sir. 

Mr. Srupson. And that same thing applies with respect to engineer- 
ing and purchase of right-of-ways 4 

Mr. Tatuamy. Yes. 

Mr. Stmpson. All that would be in your judgment quite serious 
omissions if they were done merely to permit revenues to catch up 
with expenditures. It would be so serious that you recommend the 
imposition of a tax? 

Mr. Tatiamy. I do, sir, a temporary tax. 

Mr. Sroreson. Is there such a thing as a temporary tax? 

Mr. Tatsamy. I think that the situation under which this tempo- 
rary tax would be enacted is somewhat different from past experience 
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on temporary taxes in view of the fact that it is predicated upon the 
submission of such important reports. 

Mr. Simpeson. I admit it is hazardous, but when one looks at the 

054 estimate and the 1958 estimate and then recognizes that there is 
astudy going on now, there is at least a probability that the cost may 
be greater than anticipated now and perhaps we are going to have to 
have many more taxes tocomplete the program. 

Mr. Tauuamy. I don’t think so, unless the general price of every- 
thing rises in the country, and, of course, if it does, the price of the 
system will go up, too. 

Mr. Stimpson. How does the price rise in cost of construction of the 
highways of about 12 percent compare with the price rise in other 
construction over the same period of time ? 

Mr. Tatuamy. It is generally less. 

Some parts of our highway program we are doing at levels which 
are very much less than the other price indexes for other types of 
construction. 

Mr. Stmpson. What is your opinion with respect to the duration of 
this tax that is recommended ¢ 

Mr. Tattamy. I personally believe it should be enacted to carry us 
through 1964 so as to permit authorized apportionment this year and 
next year, but with the expressed intention that the tax itself will be 
considered in the development of a long-range financing plan in 1961 
and possibly be modified. 

Mr. Sruupson. If no tax increase is available in this area, do you 
care to make a recommendation as to what we should do then? 

Mr. Tattamy. You mean by that ils 114-cent tax ¢ 

Mr. Srmpson. Yes. 

If we do not want to put a new tax on, do you think we ought to 
take it out of the general fund and jeopardize the budget in this Con- 
gress and the next Congress ? 

Mr. Tatiamy. No, sir; I don’t. 

Mr. Simpson. Iam happy tohearthat. Iagree with you. In other 
words, there are some things worse than not building roads ? 

Mr. Tatiamy. There are some things that are much worse. 

Mr. Srwpson. One of which conceivably would be inflation which 
might follow unbalanced budgets. You agree with that? 

Mr. Tatuamy. Yes,sir. You say inflation ? 

Mr. Srupson. Yes. 

Mr. Tatuamy. Yes, sir. 

Mr. Stpson. I thank you. 

The Carman. Are there any further questions ? 

Mr. Baker will inquire. 

Mr. Baxer. Mr. Tallamy, a 1-cent increase in the gasoline tax will 
produce how much ? 

Mr. Tatiamy. One cent from September 1 of this year to the end of 
1964 fiscal year? 

Mr. Baker. One cent for 1 fiscal year. What does that amount to? 

Mr. Tattamy. An average of $600 million for 1 year. For that 
period I indicated it would represent a total of about $2.8 billion. 

Mr. Baker. A 1-cent increase will only produce $600 million in 
1 year? 

Mr. Tatuamy. Yes, sir. 
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Mr. Baker. On page 6 of your statement, it says in the middle of 
the page: 

Under these conditions of limited apportionment we anticipate a deficit of 
about $500 million in fiscal 1960. 

A 1-cent increase would produce $600 million. 

Suppose you were granted a 1-cent increase, which would leave you 
$100 million more than the $500 million for fiscal 1960. Would and 
could you then go on with all your plans as of now, or is there some- 
thing that would prevent you from doing it ? 

Mr. Tatiamy. $600 million is the reseult of a 1-cent gas tax. It 
takes the entire year to produce that result. If we put it in, in Sep- 
tember, there would be a delay of another month before the revenue 
actually got to us and when that is considered, along with the fact 
there would be no revenue for the first part of the year, the total reve- 
nue in fiscal 1960 would only be $382 million, because the rest of the 
$600 million would have to be collected next year. 

Mr. Baker. Let’s take the fiscal year out of my question. 

Suppose you had a 1-cent increase for 1 year, say, effective the 1st day 
of September and ending the 1st day of September of the next year, 
12calendar months. Then you would have $600 million ? 

Mr. Tatitamy. Yes, sir. 

Mr. Baxer. That you know you are going to get. Could you then 

o ahead with the program immediately and not have this situation 
escribed on page 9 of a 9 months’ stoppage of construction and all 
those other things as far as that 1 year is concerned ? 

Mr. Tatitamy. We could certainly go ahead with the program at a 
much greater rate than we would have to if it was not enacted. It 
would result in a deficit during fiscal year 1960, but would be wiped 
out at the end of 1960. 

Mr. Baxer. You would not have a deficit in 1960. You would 
have one at one part of the year, which you know you are going to 
get, and then would there be anything to keep you from going over 
and spending or not? ; 

Mr. Tatxamy. It has to be in the trust fund. That is the trouble. 
It doesn’t get into the trust fund until after the fiscal year. 

Mr. Baxer. Before you spend even, you must account for it? 

Mr. Tatiamy. Yes, sir. 

Mr. Baxer. The same situation would exist if you got a cent anda 
half right now ? 

Mr. Tatuamy. If you had a cent and a half, there would be enough 
funds going into the trust fund from that revenue if it is enacted up 
until 1954 to completely change the picture. We could make the ap- 
portionments do everything. 

Mr. Baxer. I am talking about only for 1 year. 

Mr. Tatiamy. If it was only for 1 year, it would help us, of course, 
go ahead to the extent of about $300 million over a 12-month period 
more than we could otherwise. 

Mr. Baxer. Let’s go back to the 1 cent. 

If you had 1 cent for 1 calendar year, why could you not just go 
right ahead with the program the way you originally planned it for 
that 1 year, realizing that you would lag a little for 2 or 3 months 
until the money starts coming in faster ? 
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Mr. Tatiamy. If we went ahead without any moratorium on con- 
tracts, we would have a deficit at the end of the year of $108 million, 
at the end of this fiscal 1960 year. 

Mr. Baker. On a 1-cent increase ? 

Mr. Tatuamy. Yes, because it isn’t effective until September 1. 

Mr. Baxer. That would still just be a 2 or 3 months’ lag instead of a 
9 months’ stop? 

Mr. Tattamy. The last month of the year we don’t collect revenue 
until the next fiscal year because there is a month or two lag at both 
ends and 1 cent would only produce a total revenue in this fiscal year 
of $382 million. 

Mr. Baker. A 1-cent tax produces in the calendar year $600 mil- 
lion. Let’s talk about, say, September 1 to September 1 and get off 
the fiscal year talk. 

You would have $100 million left over, according to this statement, 
of the $500 million and the 1-cent produces $600 million. 

These collections are made quarterly, are they not ¢ 

Mr. Tatitamy. The payments on the gas tax ¢ 

I think my statement said that if we went ahead under existing 
legislation without any moratorium on contracts, the deficit at the 
end of this year would be $500 million and that the deficit at the end 
of next year would be a billion dollars. 

Mr. Baxer. I am one of the persons that has introduced a bill. I 
am trying to help you. 

Mr. Tatuamy. I know you are. 

Mr. Baker. Let’s go back to the overall picture. 

I would like to see a bill passed for 1 year. Would that take care of 
the situation if you had a 1-cent increase ? 

Mr. Tatnamy. Let me say this: that it would certainly help the 
immediate situation very greatly so far as our ability to pay, but the 
1961-62 apportionments still could not be made. 

Mr. Baxer. If you had a 1-cent increase for 1 year? 

Mr. Tatiamy. Yes, sir. 

Mr. Baxer. All right. 

Now, my bill provides a half-cent increase in fiscal 1960, a full penny 
in fiscal 1961, and a full penny in fiscal 1962. 

The Budget Bureau told me that would produce $2.4 billion. 

Your deficit over that same period is $2.1 billion. I am correct on 
both of those things, am I not? 

Mr. TatinAmy. What were the years again ? 

Mr. Baxer. That would take care of all of it for the 3 years. 

Now, if my bill as now introduced was reversed and it was a 1-cent 
increase in the first year, 1 cent the second year, and a half-cent the 
third year, we would still of course get the $2.4 billion, and you would 
be enabled to go ahead completely with the program because you 
would have $2.1 billion. 

Mr. Taruamy. I don’t have the figures to check here, but if they 
produce $2.4 billion by the end of 1962, then we could go ahead with 
the program. 

_ Mr. Baxer. I assure you that the half-cent to begin with, and then 
it goes up to 1 cent the next year and 1 cent the next vear, would pro- 
duce $2.4 billion, so I cannot see any reason why, if we made it 1 cent 
the first year, and 1 cent the second, and a half-cent the third, it would 
hot produce the same amount of revenue. 

44357—59-—6 


| 
t 
t 
We 
= 
’ 
n 
n 
i 
4 
or 
hs 
fe 


66 HIGHWAY FINANCING PROGRAM 


Mr. Byrnes. Will the gentieman yield? 

Mr. Baker. Yes. 

Mr. Byrnes. You get a little reduction because they anticipate in 
their estimate of revenue an increment in usage each year of a small 
percentage, and you would get some little reduction. 

Mr. Baker. It would not amount to $300 million, though. 

Mr. Byrnes. No. 

Mr. Baxer. That is one solution, sir, 1 cent the first year, 1 cent 
the next, and a half-cent the next, or I offer another solution, a straight 
1-cent increase for 1 year. 

You do not need to answer it, except you have already said the 
second alternative would greatly improve the situation. 

Mr. Yes, sir. 

Mr. Baxer. Of course, the first one would solve it completely. 

Mr. Tatuamy. That is right. 

We have a deficit of $2,122 million in 1962 and if the revenue you 
suggest gives us $2.4 billion, that would solve the problem. 

Mr. Baker. That is all. 

Mr. Tatuamy. The other solution would help us pay the States 
without holding their vouchers and help to a great extent. 

The Cuatrman. Are there any further questions ? 

Mr. Curtis will inquire. 

Mr. Curtis. Mr. Tallamy, we seem to be pretty well agreed on the 
fact that we have two problems here. 

One is the temporary problem, and one is the permanent problem. 

One aspect of the temporary problem has not been mentioned. 
You were talking about the effect on the highway program itself. 
This is a fairly sizable amount of Federal expenditure and I sug- 
gest perhaps it might have some effect on the overall economy. 

Would that be your judgment, or has your department not gone 
into that? 

Mr. Tatuamy. Of course we have not gone into the effect on the 
overall economy. 

Mr. Curtis. Have you gone into the effect on one segment of the 
economy, the construction business ¢ 

Mr. Tatxiamy. I think that certainly if we fail to go ahead, it is 
going to have a very serious effect on the economy of the highway 
construction industry. 

Mr. Curtis. The reason I mention it is of course this was one of 
the few things that the Congress did last year in this area to try to 
stimulate the economy during the recession, and whether it did or 
did not—I think it did to some degree—so I turn it around and say 
what would be the effect of a feast-and-famine kind of approach in 
areas like this? 

It seems to me that that would be even more compelling, at least in 
my mind, as to why we must do something about the temporary prob- 
lem, whatever that solution would be. But you have said, haut the 


Weeporary problem is entirely attributable to the $1.6 billion increase 


in the program voted last year, and I cannot quite see how you say 
that that is all it is in light of these various increased expenditures 
which likewise have been to some degree kept in the trust fund. 

Why do you say that they have had no effect on this temporary 
problem ? 
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Have they not aggravated it? 
Mr. Tauiamy. As I see it, Mr. Curtis, the temporary problem re- 
sults from the fact that the obligations were created in excess of the 
trust fund to support them. 

Mr. Curtis. r appreciate that and I agree that it certainly has 
tremendous impact. In fact, it probably 1s the big one, but what I 
said was, have not these other increased estimates, the 12-percent 
increase due to price increases and all these others, contributed to 
aggravating this temporary problem? 

Mr. Tatuamy. I don’t think so, Mr. Curtis, because what we have 
done is to accelerate the program. 

Mr. Curtis. I understand that. 

If you do not see that, I can see why you can get into some trouble 
here. 

Let me go on to a point, if I may, on this whole trust fund theory, 
because it seems to me you rightly said that there is a ceiling on the 
amount of miles, 40,000, although the way you talk about that ceiling 
it sounds to me as though it is not a ceiling, but is a goal to attain. 
Which is it, a ceiling or a goal? 

Mr. Tatiamy. It is a ceiling. 

Mr. Curtis. Yet when you were able to reduce the number of miles 
to 38,500 you immediately sought to add on 1,500 to make it 40,000. 
That sounds like a goal rather than a ceiling. 

Mr. Tatuamy. No, Mr. Curtis. 

Mr. Curtis. How do you figure? 

Mr. Tattamy. Because the goal is to connect the principal indus- 
trial centers of the country. 

Mr. Curtis. I know that. That is what the law says. 

I am asking you, though, your interpretation. Have you not ac- 
tually been using it as a goal when you have said 38,500 miles and 
then you look around for a way to get 1,500 miles that you have 
saved from going through cities instead of around them? That is 
how you saved your 1,500 miles? 

Mr. Tattamy. Let me show you why [I think it is a ceiling. 

The States carefully analyzed their various problems in connection 
with connecting the important industrial and commercial areas of the 
country and they said they needed 13,000 miles, so we could not go 
to 13,000. We only went to 1,100 miles more to meet the objective 
of connecting. 

Mr. Curtis. I daresay that there is no end to how many miles there 
could be and you could just let people go on and on. There is no 
end to that sort of thing. 

However, you had set in one of your breakdowns 40,000 miles and 
then you got it down to 38,500 miles, and immediately you go ahead 
and allocate another 1,500. I do not want to dwell on this other 
o to say that I think you are treating it as a goal rather than a 
ceiling. 

_The next point is, apparently, you have not been treating a dollar 
limit in the same way that you have been treating a mile limit. 

In other words, the trust fund set up a dollar limit on what this 
program could be; did it not? 

Mr. Yes, sir. 

Mr. Curtis. How do you figure if we set up a dollar limit, which 
was originally $25 billion for the Federal programs’ part, and that 
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is a limit and that is why the trust fund was put in there, that you 
can increase it $8.9 billion any more than you could just add 20,000 
miles onto the 40,000 ¢ 

Mr. Tattamy. The basic law required the development of a system 
and laid down standards for the development of the system, and it 
also said that we should review the estimate of the cost of the system. 

Mr. Curtis. Yes; but let’s get the cost. That is our problem, a 
fiscal one. 

Do you not agree that there was an agreement on the limit of money 
that would be spent up until 1972? That was the limit for the total 
amount coming into the trust fund and it was the limit of $25 billion. 

Do you not regard that as much a ceiling as the 40,000 miles? 

Mr. Tatxamy. It surely is all we could spend under existing leg- 
islation. 

Mr. Curtis. I am not talking about that. 

I am talking about whether you regarded that as a ceiling and, 
therefore, if you began exceeding that in these cost estimates, that 
you had to eut back your program somewhat, just as you obviously 
did in cutting this 13,000 miles you speak of, so 1t got within the limit 
of 40,000. 

I dare say there were a number of programs cut back and you said, 
“Well, they are probably pretty good and maybe we ought to have 
them, but they exceed the ceiling.” 

However, you did not apply that same philosophy apparently to 
the money ceiling. 

Mr. Tatiamy. We certainly indicated to the Congress on a number 
of occasions that we could not apportion more than $1.6 billion for 
Interstate System work in 1960. 

Mr. Curtis. That was because of the Byrd amendment, or why? 

Mr. Tattamy. That was because of the Byrd amendment. 

Mr. Curtis. Was it? I did not know that you were going to an- 
swer that way. I thought the Byrd amendment was removed. 

Mr. Tattamy. No; that was what we said we could do under the 
Byrd amendment. 

Mr. Curtis. The Byrd amendment was removed last year when the 
Congress told you to accelerate by $1.6 billion; was it not? 

Mr. Tattamy. Yes. 

Mr. Curtis. Why do you say then it was the Byrd amendment that 
limited you to the $1.6 billion ? 

Mr. Tatitamy. We testified starting back in 1957 that the Byrd 
amendment limited us to $1.6 billion apportionment for 1960, and I 
believe it is because of that to a great extent that the Congress felt 
it necessary, in order to provide an antirecession measure, to direct 
that it be made $2.5 billion. 

Mr. Curtis. Yes; but now here is what I am getting at: 

Mr. Simpson asked you the question of whether you regarded that 
as an acceleration, or as an increase, and I believe that you answered 
by saying you regarded it as an acceleration. 

Mr. Tatzamy. That is right. 

Mr. Curtis. Therefore, where did you plan to make up the $1.6 
billion in total trust fund revenues that are going to come in? 

Mr. Tatiamy. It would have to be at the latter part of the program. 

Mr. Curtis. You mean right at the very last year? 
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Mr. Tattamy. Maybe not the very last year, but later on in the 
program. 

Mr. Curtis. Of course later on in the program, but what sort of 
projections did you make ? 

It was an acceleration. You have to make up for it somewhere. 
Did you start making up for it in fiscal 1962, or 1963, or did you not 
even think about it ? 

Mr. Tattamy. We started making up that by pointing out we could 
make no apportionments for 1961 and 1962, so that is the beginning 
of making it up. 

Mr. Curtis. I appreciate that, but that was the only way you were 
going to do it, just picking this particular year ? 

One way that you could have done it of course was ask that the 
Byrd amendment be further stayed and then spread it out over the 
lifetime of the fund, so that no temporary impact such as you describe 
here would occur, and I suggest that the impact that you do suggest 
is going to cause real economic damage to the country, and in my 
judgment is not necessary unless it was intended to do that. 

It was not intended to confront the Congress with a situation like 
this, was it, where either we gave you more money or you were just 
going to go broke? 

Mr. Tatiamy. It certainly wasn’t any intent of the administration 
to do that. 

Mr. Curtis. Why can you not come forward then with a spread-out 
program instead of confronting us with a situation where you are 
just going to shut down for 9 months ? 

I frankly do not understand it. It seems to me that what you did 
when the Byrd amendment was taken off was that you then regarded 
that as taking off the restrictions of the trust fund too, even though 
you said you regarded it as an acceleration. 

I can interpret it no other way than that you regard that as an 
increase. You still say you did not? 

Mr. Tatiamy. No, sir. 

Mr. Curtis. Did you ever trim your 1958 estimates, for example, 
to the trust-fund revenues ¢ 

Again, this is a very similar question. Here you have your 1958 
estimates that are some $8.9 billion of the Federal share more than 
the 1955 estimates. Have you ever attempted to trim those estimates 
to meet the revenues of the trust fund in checking your program out? 

Mr. Tattamy. We certainly have extended every possible effort 
to keep the cost down. 

Mr. Curtis. I know that. You have a nice chart out there that 
showed all these things you added. 

What about a chart that would show the things that you would have 
to drop in order to keep your program within the revenues that had 
been voted in this trust fund and then present the Congress with the 
fact that—all right, if this goes this way and we do not get any more 
money, we are going to have to cut back to, say, 30,000 miles instead 
of 40,000—or whatever it might be, and detail it? 

Why is that not a logical presentation and logical study? 

Mr. Tatuamy. I thought that what the Congress would do would 
be to consider the recommendation of the administration and decide 
whether or not it would increase the trust fund revenues. If it does 
not, then we will have to do what you suggest. 
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Mr. Curtis. I would think that you would present it two Ways 
I think Congress is just as interested, in my judgment—and certainly 
I was, and 1 think most of the members of the Ways and Means Com- 
mittee—when we figured out how to raise the $25 billion. We were 
told that that would give us so many miles of roads and do so much, 
and we expected any program to stay within those limits and if for 
various reasons you found that your estimates were incorrect on the 
outgo and ingo, you would then come in and present your expenditure 
side of the budget. But all you have done, as near as I can figure, 
is come in with the revenue side, with very little said about what you 
could do toward cutting back this program to stay within the $25 
billion figure. 

Is that a fair observation that I am making? 

Mr. Tatnamy. That is what we did, yes. 

Mr. Curtis. One point just for clarification. 

You say, a 12-percent increase due to price increase during the 
period. That would be the period of 1954, I think you said in your 
statement, to 1957. 

We had a pretty stable price level during that period in all other 
areas. Wasthis materials? 

What is this price increase / 

Mr. Tatiamy. That is an increase that is represented by the con- 
struction price index of the composite road ails that are published 
monthly by the Bureau of Public Roads. They represent actual con- 
struction costs. 

Mr. Curtis. Is that due to increased techniques or materials or labor 
or what? 

Mr. Tartxamy. It is the result of the general price rise of the 
labor, materials, and equipment. 

Mr. Curtis. You are giving me this figure when I know that most 

ople are aware that during that same period of time the general price 
ied did not increase. Of course, in our complex society, you cannot 
have rises in certain areas and not in others. That is why I was trying 
to break it down a little bit. 

Mr. Tattamy. May I continue? 

This is the price index rise that is indicated in the construction price 
index of the publication of the Bureau of Public Roads which in turn 
is based upon actual construction costs. It includes the fact that in 
the Interstate Highway System there is a greater number of struc- 
tures in which there was a greater rise in prices than on the normal 
composite mile. Steel prices did go up quite considerably in that 
period of time. 

Mr. Curtis. It would be worth looking into that, though, would it 
not, to see whether or not it might be the result of encouraging loose 
contracting practices with a 90 to 10 percent formula. Do you not 
think that that might be a good area to look into if you are trying to get 
within a budget and stay within a budget ¢ 

Mr. Tatiamy. I think we ought to do everything we can to keep 
the contract prices down. 

Mr. Curtis. That is what disturbs me. You come here asking for 
more money without having done what I would think would be the 
other thing first. 

I think it has not been said on the record here, but I understand 
from previous information that you have given us, that the right-of- 
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way estimates are up 14 percent over the original. Is that the result 
of lavishness in having more right-of-way than originally contem- 
plated, or does that reflect increased land prices ¢ 

Mr. Tatiamy. That reflects increased land prices and the awards 
of juries on condemnations. Actually, the 108(d) estimate, of the 
1958 estimate, for right-of-way was under the 1955 estimate. 

Mr. Curtis. Yes, 5 percent; but that is after going up 14 percent 
that you come back 5 percent. 

Incidentally, the 1,500 miles that were saved in the 40,000, as I un- 
derstood your previous testimony—not here but before the commit- 
tee—came from going through cities instead of around them. 

Mr. Tatiamy. No, not necessarily. 

Mr. Curtis. I do not mean “necessarily,” but is that not where your 
saving came? 

Mr. Tatitamy. That probably is not so to a great extent. The 
saving in mileage results from more direct routes rather than follow- 
ing the curves of existing highways as it was estimated in the first 

lace. 

F Mr. Curtis. I probably misunderstood. I understood it was a re- 
sult of going through cities instead of around them. 

Mr. Tauiamy. No, sir. 

Mr. Curtis. We discussed that at some length, because the cost of 
going through a city per mile is considerably more than going around. 

Mr. Tatiamy. Yes, sir. 

Mr. Curtis. Is that where really a great deal of this increased cost, 
almost 50 percent of it, came from—going through cities instead of 
around them ¢ 

Mr. Tattamy. No, I would say not. The original legislation con- 
templated more urban roads than we actually have now. 

The original legislation had 4,400 miles of roads in and around 
urban areas and another 2,300 miles in which they put a lump-sum 
bid for that amount, and actually we have a little less than 5,000 
miles. 

Mr. Curtis. Well, that indicates what I am saying, that the reason 
it is less is because you are going through instead of around cities; 
and also, instead of $4 billion you have that figure of $8 billion for 
going through cities. Maybe there is some other explanation. 

Mr. Tatuamy. No, that is not correct. The $4 billion was for 2,500 
miles and, in the other estimate of about $25 billion, there was included 
about 4,400 miles in and around urban areas. 

Mr. Curtis. That 4,400 is what was cut back considerably so that 
you got it within 5,000. That was cut to 2,700. 

Mr. Tatiamy. It was an adjustment, to a considerable extent. 

Mr. Curtis. It got down to 5,000 miles instead of 6,700 miles. 

Mr. Tatitamy. That is right. 

Mr. Curtis. Which is 1,500 and then some: and also it was more 
costly because of going through cities. 

Now, I have one point on this. Congressman Ikard said that he 
understood that there was no question about the defense purpose 
involved in this highway program. I raised the questtion and I raise 
it again now as to whether there is really a defense purpose, because, 
when this was enacted at the time we were considering it, I felt that 
the Federal Government ought to be contributing something on the 
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assumption of defense. That sounds so good, just as logical as the 
way you presented it, that this should serve defense needs. I sug- 
gested that if that were so, we ought to be contributing some portion 
from revenues and not loading it all on users. 

I was looking for some substantiating testimony, but the testimony 
was all to the effect that there were no real defense purposes being 
served, that we could say there is directly this benefit. There was 
nothing that would indicate that the Defense Department itself would 
have initiated it and would have felt that this was necessary to defense, 

Now, if there is any question about that, I hope that the Defense 
Department will come in because I was trying to get some reasons 
for getting some general revenue into this fund and that would have 
given me a very legitimate basis, I felt, for doing it. I was told that 
unfortunately a case cannot be made and, if that is so, I think the pub- 
lic should be made aware of this as well as the Congress. Let us not 
go selling something as if it were for defense when really it is for 
the overall economic and social welfare of the country. 

I think that is sufficient reason for the highway program, which I 
favor, but I would like to clarify that. 

Is it your understanding that there are really defense purposes be- 
ing served? I am not now talking about, of course, clearance with 
the Department of Defense. You have said you have done that and, 
of course, you should; I am talking about whether they have initiated 
anything. 

Mr. Tatuamy. I very definitely believe, of course, that the Inter- 
state Highway System that is being developed is a tremendous asset 
to the general economy of the United States. As I indicated before, 
it will produce benefits many, many fold more than its cost. 

Now, so far as the defense aspect is concerned, I am also sure that 
the defense of the Nation is vastly improved by the Interstate High- 
way System. 

Mr. Curtis. Who assured you? I tried to pin that down because 
we had those general statements and I-needed to pin it down. Just 
who says that? 

Mr. Tatiamy. I know that the Defense Department people, that my 
Department has been dealing with, all are extremely concerned about 
it and want the Interstate System to go forward from their point 
of view. 

Mr. Curtis. But they are not willing to say that it is specifically 
necessary for our defense, apparently, or are they ? 

Mr. Tatitamy. I do not know. I have not heard them say that they 
would build it solely for defense. 

Mr. Curtis. One of the questions brought up here by one of the 
other members was whether or not the highways had to have better 
construction, bridges, and so forth, for defense. I thought that had 
to be done and the answer was “No.” 

Another thing that opened my eyes to this picture was reading the 
accounts of how we handled traffic in the United States during World 
War IT when the bulk was carried by our rails and relatively very 
little went on the highways, which indicates also that maybe this is 
just something nice to say, that defense is helped. Of course, defense 
1s helped if our economy is helped, but I mean specifically for defense. 

Mr. Tatitamy. Did you want me to comment ? 
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Mr. Curtis. No. 
I have one final question before I make one final observation. It 
seems to me that the 90-10 formula is an unfortunate one because the 
people who actually are spending the money are the States and, if 
they only have to put up 10 percent with the Federal Government 
putting up 90, there is no good automatic check, such as we had in the 
50-50 formula. 

Has your Department given any thought to what a switch to 80-20 
would do on the financing? I am not talking about the immediate 
problem because I think we have to do something about the temporary 
problem but I am talking about doing something so that this long- 
range problem will be solved. 

Would not a switch from a 90-10 to 80-20 formula help to pretty 
well solve the financial picture ? 

Mr. Tatiamy. It saves 10 percent of the Federal cost. It saves 
about $3 billion, something of that nature, and it does shorten the 
time of completing the system by about 16 months, I believe, in the 
event no additional revenue goes into the trust fund. In other words, 
it would cut it from 1978 down to about 1976 for completion of the 
system. 

‘Mr. Curris. Do you not agree that there would be a better policing 
and a better system if the proportions were a little closer to the old 
0-50 formula instead of 90-104 

Mr. Tatuamy. Let me say this, I think that the States and the 
Bureau are doing everything that they can to keep the costs down. 
I made a check, for example, of the spacing of interchanges in New 
Jersey and in New York and in Illinois on some of the major express 
highways that were built in and around urban areas with 100 percent 
State money, 50 percent Federal and 50 percent State. Actually, the 
spacing was closer than what we are building under the Interstate 
System in those projects which I examined, and I examined quite a 
few in those States. 

In Massachusetts, the same thing prevailed. 

I just present that to illustrate that the States, in my opinion, are 
not running wild on this thing because of the 10 percent factor and, 
furthermore, 10 percent to them is as difficult, possibly, as 90 percent 
isto the United States. They have to go back—— 

Mr. Curtis. Oh, wait a minute. 

Mr. Tattamy. They have had to go back and raise taxes. They 
have had to raise gas taxes. They have had a difficult time meeting 
the formula. 

Mr. Curtis. You are talking to the committee which has to try to 
figure out how the Federal Government not only can raise its taxes but 
how we are even going to market our bonds, so let us not get into that 
area. 

Mr. Tattamy. I am not an expert. I will disqualify myself. 

Mr, Curtis. I will say that that is why I am so concerned about 
this matter and why I would much prefer, and I think we must get into, 
the expenditure side of this thing to show that when we set down a $25 
billion program, that we meant it and do not mean $38 billion. If 
we can only spend $25 billion let us spend that as wisely as we can and 
you tell us what you have to drop out of the program because it is cut 
back instead of just going ahead and coming and presenting us with a 
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real economic problem because you have placed yourself in a position 
where you have to go from $2.5 billion expenditure on to almost $0 for 
some 9 months. 

My concluding observation is this. I do not think there is any ques- 
tion but what this committee and this Congress has to do something 
about your temporary problem. [ am very hopeful that whatever we 
do to solve this temporary problem will be done in such a way that we 
get back to the trust fund theory and, if possible strengthen it instead 
of weakening it, and at the same time that we do that, immediately go 
forward to solving the long range problem. The best way to do that, 
I suggest, in this present national crisis on fiscal affairs, is that to cut 
the program back and maybe stretch it out or at least get it more within 
our budget, within the possibilities of what this Nation can spend. 

Thank you, Mr. Chairman. 

The Cuarrman. Are there any further questions ? 

Mr. Knox? 

Mr. Knox. Mr. Tallamy, I hope I am not being repetitious because 
there are many problems which are foremost in my mind. However, I 
should like to ask when did your Department approve of the new desig- 
nation of some additional 1,100 miles ¢ 

Mr. Tattamy. They were designated over different periods of time 
but in the latter part of 1957. 

Mr. Knox. The latter part of 1957? 

Mr. Tatiamy. Yes. 

Mr. Kwox. I have a report from the Secretary of Commerce signed 
by Sinclair Weeks in 1956, relative to legislation which I introduced 
to increase the mileage of the Interstate Highway System. 

I will read one paragraph: 

In view of the foregoing, the Department would be opposed to any legislation 
Such as proposed by the pending bills which would increase the mileage of the 
Interstate System as now designated. 

This report was written on June 6, 1956, so that we have now some 
1,100 miles which has come into the system after the Department issued 
this report to the Congress on legislation which was pending, is that 
not true 

Mr. Tatitamy. That apparently is true. 

Mr. Knox. Now, it is my understanding that you testified today 
that this additional 1,100 miles would cost $1.6 billion, is that right! 

Mr. Tattamy. Yes. 

Mr. Knox. How much would that cost annually on prorating the 
1,100 mile system over the remainder of the period of the construction 
of the Interstate System ? 

Mr. Tattamy. The Federal cost against the $1.6 is $1.5 billion, and 
the cost would be somewhere around $150 million a year. 

Mr. Kwox. $150 million a year. Well, if this allocation is not to 
become a part of the overall system until the system is completed as 
designated by the Congress and in accordance with the map which 
was presented to the Congress showing the highways that would be 
included in the Interstate System, would that not go a long way to 
help solve the problem that you find yourself facing today; that 1s, 
the financial problem ? 
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Mr. Tattamy. Well, it would reduce the long-range financial prob- 
lem, of course, but it will not help the problem today, the temporary 

roblem. 

, Mr. Knox. I understood, Mr. Tallamy, from your testimony to the 
questions which Mr. Curtis propounded, that the funds were based 
upon the allocation of mileage annually in order to complete the sys- 
tem within the limited amount of time which was set forth, is that 
correct ¢ 

Mr. TatiAmy. I do not quite understand that. 

Mr. Knox. Let me put it another way. 

Mr. Tautiamy. If you will, please. 

Mr. Knox. It is my understanding from your testimony to the 
questions which Mr. Curtis propounded to you that you testified that 
your allocations of funds from the trust fund to the State were based 
on the 40,000 mile system as set forth by Congress and that the 40,000 
mile ceiling now seemed to be the goal as far as the Department was 
concerned. 

Mr. Tattamy. Well, I did not quite say that. The allocations to 
the States are made in accordance with the ratio of the estimated 
cost of completing the system in that particular State with the esti- 
mated cost of completing it for the entire Nation. That is the way 
the allocation is made for the State. 

Mr. Knox. That is contrary to what you told Mr. Curtis. 

In your replies to Mr. Curtis, you said that the allocations were 
made regardless of the ceiling of the $25 billion which the Congress 
had set as a ceiling for the construction of the highway. At least 
that is the way I understood you. 

Mr. Tatuamy. I think maybe you are thinking of the mileage in the 
Interstate System that was allocated as a result of the 1,452 mile 
figure. Isthat not what you are speaking of ? 

Mr. Knox. I am speaking of the facts which you presented after 
the determination was made on the overall connection of the cities as 
designated on the map which was produced to the Congress and 
which was their guide and which sets forth, I believe, their intent 
that you did have the savings of $1,452 miles. 

Mr. Tatuamy. That is right. 

Mr. Knox. So that immediately you launched upon a program of a 
reallocation of this mileage. 

As I understand now you say that that took place in 1957. Of 
course, T have this report from the Secretary of Commerce, Mr. Weeks, 
at that time, in which he said that there should not be an increase as 
now designated, but apparently the Department went ahead and 
designated additional highways under the act that had not been desig- 
nated at that time. 

Mr. Tatiamy. Let me say this: That the word “allocation” is tech- 
nically used to describe the apportioning of money to the States and 
that was my reference to the ratio of the cost of completing the system 
to the Interstate System. That was the reason for that answer. 

Now, so far as the 1,452-mile designation is concerned, I did say 
that the States had recommended some 13,000 miles and, of the 13,000, 
we did designate 1,102 miles in the latter part of 1957. That designa- 
tion was made upon recommendation of the States. It was made 
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by the Secretary of Commerce, Mr. Weeks, and I am quite sure that 
Mr. Weeks must have been referring in his letter to you to increasing 
the ceiling on the Interstate Highway System. 

Mr. Knox. Partially so, I believe, Mr. Tallamy. However, his letter 
as of June 6, 1956, says: 

In view of the foregoing, the Department would be opposed to any legisla- 
tion such as proposed by the pending bills which would increase the mileage 
of the Interstate System as now designated— 
so that you had it designated at that time but still the Department 
has increased it by some 1,100 miles. 

Mr. Tatuamy. I think he must have been using the term “designa- 
tion” by the designation in the legislation rather than a designation 
of a specific route on the ground, although I was not here then so I 
am not sure. It would seem reasonable to me that he was talking 
about the overall ceiling of 40,000 miles rather than the designation 
within the 40,000 miles. 

Mr. Knox. If this 1,100 miles that has been recently designated as 
part of the Interstate System was held in abeyance until such time 
as the trust fund could absorb this additional 1,100 miles, would it 
not be somewhat of a cure for some of the ills which now face the 
Interstate System ? 

Mr. Tatiamy. If that were not built, it would reduce the problem 
to the extent of $114 billion in the Federal program; yes, sir. 

Mr. Knox. Now, I have heard rumors and some people have come 
directly to me with statements relative to the great impact that the 
Interstate System has put upon the contracting business of the Nation. 
Many people have said that it has caused contracts to seek contractors 
instead of contractors seeking contracts. 

Would you care to comment on that ? 

Mr. Tattamy. Yes, I do not think that is correct. The average 
number of bids that we have been getting throughout the United 
States is very good and, as I recall, the last figure there was some- 
where around eight and possibly even-a higher number of bids for 
every contract, which is a very good average and an average which 
certainly was not exceeded before the development of the Interstate 
System. 

Mr. Knox. You do not feel, then, that those rumors have foun- 
dation ? 

Mr. Tattamy. No, I do not feel that. T feel that the contract bid- 
ding has expanded so that there is full competition in the development 
ofour bids. Yes, sir. 

Mr. Knox. I have one final question as to the effect that the Inter- 
state System is having on local cities and towns where the system 1s 
designated to go directly through the city. What impact is it hav- 
ing relative to destroying the tax base of that respective city as far 
as the spreading of taxes for local purposes is concerned ? 

Mr. Tatiamy. It just has the reverse effect. It builds up the tax 
base in these metropolitan areas. That has been the experience all over 
the United States. It is true that in some special instances there 1s 
a delayed action between the time that the highway is built and some 
right-of-way is taken off the assessment rolls, but right after that, there 
is a rejuvenation of property values and in business in those areas 
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which causes an increase in tax values and tax bases far greater than 
any amount of right-of-way that has ever been taken out, and that 
has been demonstrated by survey after survey all over the United 
States. 

In my own personal experience within the very few years we have 
increased the assessed valuation, for instance, along the throughway 
by several hundred million dollars of brand new industries employ- 
ing many thousands of people and that is the example from ‘Texas, 
Illinois, and New Jersey, every place where they have made a survey 
of this nature, and I am sure that the U.S. Chamber of Commerce has 
issued reports on that, too. 

Mr. Knox. Of course, your statement is contrary to the statement 
which was issued by the Highway Department of Michigan some 4 
or 5 years ago, which said that where they bypassed cities that the 
economy of the city improved, business improved throughout the 
city. 

Mr. Tatitamy. Yes, that is true. 

Mr. Knox. Why would it not be so? 

Mr. Tattamy. When they go through the city it does the same 
thing. 

Mr. Knox. Why would that not be true of the Interstate System ? 

Mr. Tattamy. It istrue. It is true that the economy increases and 
the valuation increases. Was that what you said? 

Mr. Knox. By using the bypass of the city instead of going through 
the city. 

Mr. Tattamy. And values increased then, too, is that right? Is 
that what you said ? 

Mr. Knox. No, I said that the State highway department’s report 
was that where they bypassed a city instead of going through it that 
the economy of that respective area improved in the form of business. 

Mr. Tatitamy. Thatisright. It does. 

Mr. Knox. You just told us a few minutes ago that the economy of 
the cities improved when the Interstate System was put through the 
city. 

Mr. Tatiamy. It does. It is improved in both cases. You will 
fnd many cases of where the central business districts are deteri- 
orating, property values have gone down, business has been lost, and, 
when an express highway goes through or near that metropolitan 
area, it improves that area tremendously and property values do in- 
crease and business increases right in the metropolitan area as a re- 
sult of going through it. 

Mr. Kwox. Mr. Tallamy, I had reference to this relocation where 
the highway at one time went through the city and the department 
then decided that, instead of going through the city, they were going 
to make a bypass to go around the city. 

Mr. Tatiamy. Yes. 

Mr. Knox. The report was that the economy of the city then im- 
proved by putting in the bypass instead of going through the city 
with their so-called freeway. 

Mr. Tatiamy. That is correct, and it is also correct that the 
economy improves when it goes through the city. It depends upon 
the situation. If you have traffic approaching a metropolitan area 
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and the vast majority of it desires to go into the metropolitan area, 
then in order to improve the city you have to build an expressway 
into it. 

Mr. Knox. On that point, Mr. Tallamy, do you not feel that the 
city has some responsibility to construct 1ts own highways with the 
assistance of the State without the Federal Government construct- 
ing a highway directly through the city and paying 90 percent of the 
cost. with these terrific costs for acquisition of rights-of-way ? 

Mr. Yes, 1 do. I think the cities do have a responsibility 
and the States, too, and they are meeting those responsibilities. 

The Interstate System certainly is not solving all of the metro- 

litan problems at all but, when the traffic on the Interstate System 
ie a distinction in the metropolitan areas, then the Interstate Sys- 
tem should carry it to it. 

If there is a sufficient volume of traffic on the Interstate High- 
way System to warrant building a bypass around the city, then it 
esc should be built around the city, but certainly it would not 

e wise to build a bypass around the metropolitan area if there was 
not sufficient traffic desiring to go around the metropolitan area to 
warrant the expense, and that is the case in many instances. 

Mr. Knox. | always was led to believe that this Interstate System 
was from coast to coast, a north and south and east and west high- 
way system and not just to some specific city. 

Mr. Tauuamy. It is and it serves that long distance travel with 
great efficiency, but the majority of travel on the Interstate System 
will be of a local nature. On every express highway you will find 
that the average trip length will be probably around 50 to 60 
miles. 

Mr. Knox. Mr. Tallamy, I would like to cite some of my observa- 
tions that I have had an opportunity to observe in my travels on 
something which is quite close to Washington, D.C., which is the 
Ohio Turnpike. There is not one city that the Ohio Turnpike goes 
through, is there? They do take the traflic to a point where the traflie 
then can leave the Ohio Turnpike by State highway or city street and 
get into their respective unloading point, or whatever you may want 
to call it, or whatever business transaction it may be. 

I have not found anything in Ohio where the Ohio Turnpike goes 
through any cities. 

Mr. Tatiamy. On the other hand, you will look at Illinois and find 
Illinois Turnpike running through Chicago and you will find most 
of the express highways that are built throughout the country going 
through or very close, or both, to the metropolitan areas because that 
is where the origin and destination of the traffic is in the vast majority 
of cases. 

In Ohio, it may be that they have enough through traffic to war- 
rant bypassing the communities and they do not need the revenue by 
bringing it into the metropolitan areas, but most of the turnpikes you 
will find are very close to the metropolitan areas and many of them 
go through them. 

Mr. Kwox. I was on the Sunshine Turnpike in Florida and did not 
find any cities where it penetrated. 
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Mr. Tatuamy. The New York Thruway, for example, runs through 
the heart of Buffalo and runs right up to the city of Niagara Falls and 
runs through the city of Yonkers which is the third largest city in 
southern New York. 

Mr. Knox. You have given me some answers that at least are some- 
what conflicting, I believe, to my way of analyzing, but nevertheless 
Idid appreciate the answers that you have given me. 

That 1s all, Mr. Chairman. 

The CuarrMan. Are there any further questions? Mr. Betts. 

Mr. Berrs. Mr. Tallamy, I understand there are certain prelim- 
inary evalutions of the statements that are going into the 1961 reports 
which indicate that there are substantial benefits to persons other than 
the actual users of the highway system in this program. 

Would you care to comment on that ? 

Mr. Tattamy. You were not using your microphone at the outset 
and | could not get the full question. 

Mr. Berrs. I said I understand that there are certain preliminary 
evaluations in statements going into some 1961 reports which indi- 
cate that there are substantial benefits going to persons other than 
actual users of the highway program. 

Mr. Tatuamy. I think there will be substantial benefits indicated 
although I cannot bring them to a conclusion now. It is just prelim- 
inary. It is just in the stage of being formed. 1 would hate to draw 
aconclusion at this time. 

Mr. Berrs. As a matter of fact, that is all the comment you care to 
make on that statement at the present time; is that correct ¢ 

Mr. Tatuamy. I think that is all I can make at this time because, 
if I make anything further, it might not stand up with the final 
analysis of the report to be submitted in 1961. 

Mr. Knox. Would the gentleman yield ? 

Mr. Bervts. I yield. 

Mr. Knox. There is one other question I would like to propound 
toyou. What road program would receive priority on the first funds 
available for a location, the ABC or the Interstate ? 

Mr. Tattamy. The ABC. 

Mr. Knox. The ABC‘ 

Mr. TatLamy. Yes, sir. 

Mr. Knox. That ison the 50-50 matching basis? 

Mr. Tattamy. That is right; yes, sir. 

Mr. Knox. Thank you. 

The Cuarrman. Mr. Bosch. 

Mr. Boscu. Mr. Chairman, I have just one question. 

In 1956 when this highway program was instituted it was saddled 
with, I think, an apportionment of something like $1,980 million. 
What effect, if any, did that have on this program? Would that be 
one of the reasons for the difficulty in which we find ourselves? 

Mr. Tatitamy. Well, I can say this: that the carryover balance of 
about $1,975 million is being carried by the highway trust fund and, 
of course, that means nearly $2 billion that is not going into other 
construction. 

I do not know, but I think it was anticipated when the $24,875 
— figure was sent out that that amount would go into the trust 
und, 
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Mr. Boscn. Is it a fact that prior to this 1956 act all highway pro- 
grams came under the general funds of the Treasury ? 

Mr. Tatiamy. Yes; that is correct. 

Mr. Boscu. That is all, Mr. Chairman. 

Mr. Boces. Mr. Chairman, may I have a question in connection 
with that ? 

Mr. Cuatrman. Mr. Boggs. 

Mr. Boces. That figure of almost $2 billion which, in a sense, was 
inherited, was something that we had to do and did not want to do. 
As a matter of fact, in my opinion and the opinion of most of us, it 
was most unfortunate that the trust fund had to take over these 
prior obligations and that $2 billion, in a sense, was a charge which 
should never have been assessed against the trust fund but Secretary 
Humphrey at that time insisted that we do it that way. ‘ 

The CHarrman. Mr. Harrison. 

Mr. Harrison. Mr. Tallamy, going back for just a moment to our 
discussion this morning about the actual contracts: Suppose that the 
Congress decided that this program should stop until the funds catch 
up except for the actual contracts hereofore made by the States and 
that the funds necessary to reimburse the States for such actual con- 
tracts shall be provided by the Treasury but the Treasury be fully 
repaid before any further allocations are made for highways; when 
would you anticipate the Treasury would be repaid ? 

Mr. Tatiamy. In 1961. 

Mr. Harrison. In 1961? 

Mr. Tauuamy. Yes; fiscal 1961. 

Mr. Harrison. I am not talking about allocations now. I am 
talking about actual contracts. You mean fiscal 1961? 

Mr. Tatiamy. By the middle of fiscal 1961 the Treasury could be 
paid back. If we held back on contracts now against all authoriza- 
tions, then we could pay the Treasury back by the middle of 1961. 

Mr. Harrison. But did you not tell me this morning that at the 
end of fiscal 1960, that is, June 30, 1960, that you would be $150 million 
in arrears on that? 

Mr. Tatuamy. Yes; I did. 

Mr. Harrison. How long into fiscal 1961 would it take you to pay 
back $150 million ? 

Mr. Tattamy. About 2 months. 

Mr. Harrison. Two months? 

Mr. Tattamy. Wait a minute. 

My 2 months’ figure was wrong because I was predicating it upon 
the actual revenue into the trust fund and did not take into considera- 
tion the expenditures which would be going on during that period. 
It would actually take until December of 1961. 

Mr. Harrison. It would take about 4 months to get $150 million 
in excess? 

Mr. Tatiamy. To net that amount. 

Mr. Harrison. In excess? 

Mr. Tatiamy. Yes. 

Mr. Harrison. In excess of the ABC requirements and so forth. 
In other words, the suspension of the Byrd amendment for 4 months 
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into 1961 would give you enough money to pay for all contracts that 
the States have now made? 

Mr. Tattamy. I am not sure about the suspension of the Byrd 
amendment. I do not know that that is a part of it. 

That would require an appropriation but I do not think it requires 
a suspension of the Byrd amendment. 

Mr. Harrison. In other words, within 4 months of the end of cal- 
endar 1960, you could repay it? 

Mr. Tatnamy. That is right. 

Mr. Harrison. Thank you, sir. 

The Cnarrman. Are there any further questions of the gentleman ? 

Mr. J. J. Auten. Mr. Chairman, in June, the Highway Admin- 
istrator submitted a report to the Secretary giving the view of the 
situation in each of the States. If you would care to have a copy 
of that report submitted for the eee I would be pleased to submit it. 


The Cuarrman. We would be glad to have that and, at this point, 
it will be included in the record. 
(The report referred to follows:) 


BUREAU OF PUBLIC ROADS 
OFFICE MEMORANDUM, UNITED STATES GOVERNMENT 


Date: June 23, 1959. 
To: Secretary of Commerce. 
From: Federal Highway Administrator. 

We have now completed review of the individual State reports on future 
Interstate System progress under present financing provisions as previously dis- 
cussed with you. Attached hereto are our findings dated June 23, 1959. 


REPORT ON THE INTERSTATE SYSTEM PROGRAM 
(By B. D. Tallamy, Federal Highway Administrator, June 23, 1959) 


It is becoming increasingly urgent that we reach a sound and early solution to 
the problem of continuing the interstate highway program on schedule and with- 
out interruption. 

Within a few weeks an apportionment of interstate funds should be made to 
the States for the fiscal year 1961. It is now past the middle of June, and, as 
matters stand, there will be no apportionment for fiscal 1961 and only a small 
one—not exceeding one-fifth of the authorized amount—for fiscal 1962. 

Briefly, unless Congress acts quickly to provide additional financing, the fine 
construction pace we have established in building our National System of Inter- 
state and Defense Highways will dwindle to a mere trickle of new contracts. 

The Federal-Aid Highway Acts of 1956 and 1958 provided authorizations 
totaling $25.625 billion for the fiscal years 1957 through 1969 for improving the 
Interstate System. 

The 1956 legislation set in motion an accelerated program to be financed on a 
self-liquidating basis. It required the interstate and other Federal-aid highway 
programs to be financed entirely from trust fund revenues. On June 1 there 
was a balance of $476 million in the fund. 

Under section 209(g) of the Highway Revenue Act of 1956, the full amounts 
authorized for the Interstate System cannot be apportioned if the estimated 
revenues in the highway trust fund will not be sufficient to meet obligations as 
they fall due. In 1958 Congress suspended the limitations of this section for 
the 1959 and 1960 fiscal year apportionments and at the same time provided 
Increased authorizations for the fiscal years 1959, 1960, and 1961. 

No additional revenues were made available, however, to cover the increased 
expenditures resulting from the 1958 act. As a consequence, under existing 
legislation there will be a deficit in the highway trust fund in the fiscal year 1960. 
Also, there can be no apportionment of interstate funds for the fiscal year 1961, 
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Mr. Boscn. Is it a fact that prior to this 1956 act all highway pro- 
grams came under the general funds of the Treasury ? 

Mr. Tatitamy. Yes; that is correct. 

Mr. Boscu. That is all, Mr. Chairman. 

Mr. Boces. Mr. Chairman, may I have a question in connection 
with that ? 

Mr. Cuatrman. Mr. Boggs. 

Mr. Boces. That figure of almost $2 billion which, in a sense, was 
inherited, was something that we had to do and did not want to do, 
As a matter of fact, in my opinion and the opinion of most of us, it 
was most unfortunate that the trust fund had to take over these 
prior obligations and that $2 billion, in a sense, was a charge which 
should never have been assessed against the trust fund but Secretary 
Humphrey at that time insisted that we do it that way. : 

The CHarrman. Mr. Harrison. 

Mr. Harrison. Mr. Tallamy, going back for just a moment to our 
discussion this morning about the actual contracts: Suppose that the 
Congress decided that this program should stop until the funds catch 
up except for the actual contracts hereofore made by the States and 
that the funds necessary to reimburse the States for such actual con- 
tracts shall be provided by the Treasury but the Treasury be fully 
repaid before any further allocations are made for highways; when 
would you anticipate the Treasury would be repaid ? 

Mr. Tatiamy. In 1961. 

Mr. Harrison. In 1961? 

Mr. Tatiamy. Yes; fiscal 1961. 

Mr. Harrison. I am not talking about allocations now. I am 
talking about actual contracts. You mean fiscal 1961? 

Mr. Tatiamy. By the middle of fiscal 1961 the Treasury could be 
paid back. If we held back on contracts now against all authoriza- 
tions, then we could pay the Treasury back by the middle of 1961. 

Mr. Harrison. But did you not tell me this morning that at the 
end of fiscal 1960, that is, June 30, 1960, that you would be $150 million 
in arrears on that? 

Mr. Tatiamy. Yes; I did. 

Mr. Harrison. How long into fiscal 1961 would it take you to pay 
back $150 million ? 

Mr. Tattamy. About 2 months. 

Mr. Harrison. Two months? 

Mr. Tattamy. Wait a minute. 

My 2 months’ figure was wrong because I was predicating it upon 
the actual revenue into the trust fund and did not take into considera- 
tion the expenditures which would be going on during that period. 
It would actually take until December of 1961. 

Mr. Harrison. It would take about 4 months to get $150 million 
in excess ? 

Mr. Tatitamy. To net that amount. 

Mr. Harrison. In excess? 

Mr. Tatiamy. Yes. 

Mr. Harrison. In excess of the ABC requirements and so forth. 
In other words, the suspension of the Byrd amendment for 4 months 
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into 1961 would give you enough money to pay for all contracts that 
the States have now made? 

Mr. Tattamy. I am not sure about the suspension of the Byrd 
amendment. I do not know that that is a part of it. 

That would require an appropriation but I do not think it requires 
a suspension of the Byrd amendment. 

Mr. Harrison. In other words, within 4 months of the end of cal- 
endar 1960, you could repay it? 

Mr. Tatnamy. That is right. 

Mr. Harrison. Thank you, sir. 

The Cuarrman. Are there any further questions of the gentleman ? 

Mr. J. J. Auten. Mr. Chairman, in June, the Highway Admin- 
istrator submitted a report to the Secretary giving the view of the 
situation in each of the States. If you would care to have a copy 
of that report submitted for the rl I would be pleased to submit it. 


The Cuatrrman. We would be glad to have that and, at this point, 
it will be included in the record. 
(The report referred to follows:) 


BUREAU OF PUBLIC ROADS 
OFFICE MEMORANDUM, UNITED STATES GOVERNMENT 


Date: June 23, 1959. 
To: Secretary of Commerce. 
From: Federal Highway Administrator. 

We have now completed review of the individual State reports on future 
Interstate System progress under present financing provisions as previously dis- 
cussed with you. Attached hereto are our findings dated June 23, 1959. 


REPORT ON THE INTERSTATE SYSTEM PROGRAM 
(By B. D. Tallamy, Federal Highway Administrator, June 23, 1959) 


It is becoming increasingly urgent that we reach a sound and early solution to 
the problem of continuing the interstate highway program on schedule and with- 
out interruption. 

Within a few weeks an apportionment of interstate funds should be made to 
the States for the fiscal year 1961. It is now past the middle of June, and, as 
matters stand, there will be no apportionment for fiscal 1961 and only a small 
one—not exceeding one-fifth of the authorized amount—for fiscal 1962. 

Briefly, unless Congress acts quickly to provide additional financing, the fine 
construction pace we have established in building our National System of Inter- 
state and Defense Highways will dwindle to a mere trickle of new contracts. 

The Federal-Aid Highway Acts of 1956 and 1958 provided authorizations 
totaling $25.625 billion for the fiscal years 1957 through 1969 for improving the 
Interstate System. 

The 1956 legislation set in motion an accelerated program to be financed on a 
self-liquidating basis. It required the interstate and other Federal-aid highway 
programs to be financed entirely from trust fund revenues. On June 1 there 
was a balance of $476 million in the fund. 

Under section 209(g) of the Highway Revenue Act of 1956, the full amounts 
authorized for the Interstate System cannot be apportioned if the estimated 
revenues in the highway trust fund will not be sufficient to meet obligations as 
they fall due. In 1958 Congress suspended the limitations of this section for 
the 1959 and 1960 fiscal year apportionments and at the same time provided 
Increased authorizations for the fiscal years 1959, 1960, and 1961. 

No additional revenues were made available, however, to cover the increased 
expenditures resulting from the 1958 act. As a consequence, under existing 
legislation there will be a deficit in the highway trust fund in the fiscal year 1960. 
Also, there can be no apportionment of interstate funds for the fiscal year 1961, 
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and the maximum interstate apportionment for the fiscal year 1962 would be 
$500 million instead of the authorized $2.2 billion. 

As a result, during the next 3 months 10 States will be unable to award further 
Federal-aid interstate contracts. These are California, Connecticut, Florida, 
Illinois, Michigan, New Hampshire, New York, Ohio, Oregon, and Vermont. 

By about the end of this year, the interstate program will have reached a dead 
end, as far as any new work is concerned, in 16 more States. These are: Iowa, 
Kentucky, Louisiana, Maine, Massachusetts, Missouri, New Meximo, North Da- 
kota, Rhode Island, South Carolina, Tennessee, Utah, Washington, West Vir- 
ginia, Wyoming, and the District of Columbia. 

Projecting a little further, our records show that 11 more States will have run 
out of interstate funds for new work by July 1960. These are Alabama, Georgia, 
Indiana, Kansas, Maryland, Mississippi, Nevada, New Jersey, Pennsylvania, 
South Dakota, and Wisconsin. 

In brief, all new interstate work will have been cut off in 36 States and the 
District of Columbia in about a year unless additional financing is provided very 
soon. The problem is even graver than these facts would indicate. Actually, 
a 2-year interruption or sharp curtailment in apportionments would have the 
practical result of interrupting the advancement of the interstate program by 
about 3 years. During the period since the accelerated construction pace was 
made possible by the Federal-Aid Highway Act of 1956, the States have built 
up the necessary momentum required to complete the program on schedule. 
They have done this in the face of serious obstacles such as shortages of State 
funds, a scarcity of engineers, and the many other perplexing problems inherent 
in a program of such size. 

We are now tooled up for a steady continuation of the authorized construction 
program. The States have built up their highway departments, made provision 
for matching Federal funds, and streamlined laws and procedures to expedite 
such necessary matters as acquisition of right-of-way. Public hearings have 
been held on proposed routes and commitments have been made to property 
owners along the right-of-way. Families have been moved and commercial 
and industrial establishments have been relocated in anticipation of early 
construction. 

Substantial Federal and State funds are invested in right-of-way, engineering, 
and construction in various stages. Thousands of miles of highways will be 
partially completed, yet cannot be finished until further apportionments are 
made. 

Appendix No. 1 indicates the rapid decline in contracts which will take place 
during fiscal years 1960-61. 

Furthermore, based on current estimates of revenue and expenditures, the 
highway trust fund will incur a deficit this fall. Unless the trust fund is sup- 
plemented in fiscal year 1960 by additional revenue either from the motor fuel 
tax increase as the President has suggested or by an appropriation from the 
general fund—which the President has rejected—it will be necessary to withhold 
several hundred million dollars due the States late this calendar year until 
— are available. Such action would cause grave financial situations in the 

tates. 

In keeping with the Executive budget recommendation, draft legislation has 
been submitted to the Congress providing for a temporary increase of 114 cents 
a gallon in the Federal motor fuel tax to be levied during the fiseal years 1960 
through 1964. Enactment of this legislation would avoid a deficit in the high- 
way trust fund, consequently eliminating the need for an appropriation from 
the general fund. It would likewise permit apportionments of interstate funds 
for 1961 and 1962 in accordance with the amounts already authorized by 
Congress. 

The seriousness of this situation is further illustrated by appendix 1 which 
graphically illustrates the drastic cut in apportionments which would have to be 
made under existing law and the similar cut in contracts as compared to the 
result contemplated in the budget submission which included the 114 cent motor 
fuel tax increase. 

Appendix 2 is a tabulation showing the effect upon individual States of not 
being able to make the apportionment this summer and of a maximum app0r- 
tionment next year of $500 million. 

Also attached are copies of telegrams which have been received from the 
various State highway departments which individually describe the situation 
which would be created in their States under those conditions. 
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APPENDIX 2.—Reduction in interstate apportionments for fiscal years 1961 and 
1962 required under ewisting legislation 


Fiscal year 1961 


Fiscal year 1962 


Authoriza- 
tion ($2.5 
billion ! 


Possible 
apportion- 
ment ($0) 


Authoriza- 
tion ($2.2 
billion! 


Maximum 
possible 
apportion- 
ment ($500 
million !) 


Required 
reduction in 
authorized 
apportion- 
ment ($4.2 
billion | 


Kansas 

Kentucky 
Maine__.-- 
Massachusetts... 
Minnesota 
Missouri 


New Hampshire 
New Jersey 


North 
North Dakota 


Pennsylvania 
Rhode Island 
South Dakota 


Wisconsin 
Wyoming 
District of Columbia 


— 


— 


~ 


Soe 


—— 


= 


1 Less 1 percent for administration. 


Ten States AFFECTED DuRIN@ 3 MonTHS 


B. D. TaLLamMy, 
Bureau of Public Roads: 


SACRAMENTO, CALIF., June 3, 1959. 


Reurphone today last interstate project advertised May 15, bids June 10, 1959. 


Any further advertising discontinued as of May 15. 


We are now holding several 


large interstate projects totaling in excess of $50 million pending decision 1961 


apportionment. 


G. T. McCoy, 
State Highway Engineer, 


California Division of Highways. 


; 
tate 
- ... ..------------------- 
--- 
Nevada--_-- 
Tex: 
West Virginia. ................-- 
: 
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HArtTrForD, Conn., June 1959. 

B. D. TALLAMY, 
Federal Highway Administrator: 

Connecticut will have obligated in July 1959 substantially all of the Federal aid 
interstate apportionments presently available including the 1960 apportionment. 

Unless the interstate apportionments authorized under the Federal Aid High- 
way Act of 1956 are made the program in Connecticut would be seriously affected. 

Public hearings have been held in many communities, and this department has 
set forth schedules of proposed construction which have been made known to and 
accepted by the local public officials; their plans have been correlated with our 
proposals and commitments have been made to owners of property located on 
the proposed right-of-way in conformance with the proposed schedule. 

Curtailment of Federal apportionments will necessitate a revision of our pro- 
posed construction program making it impossible for the department to fulfill 
its commitments to property owners and local officials regarding the timetable 
established for construction of these interstate projects. Such a revision of the 
program will place this department in a very unfavorable position on future 
programs proposed at the public hearings. 

N. E. ARGRAVES, 
State Highway Commissioner. 


TALLAHASSEE, FLA., June 4, 1959. 
Hon. BERTRAM D. TALLAMY, 
Federal Highway Administrator: 

Re your inquiry regarding approximate date Florida will stop awarding 
interstate construction contracts if there is no 1961 apportionment, we wish to 
advise that September 1959 would be the approximate date. 

E. JONES, 
Administrator of Interstate Program. 


SPRINGFIELD, ILL., June 8, 1959. 
B. D. TALLamy, 
Federal Highway Administrator, 
U.S. Bureau of Public Roads: 

Assuming there will be no 1961 interstate apportionment and maximum of 
only $500 million for 1962 Illinois will have to stop awarding interstate con- 
struction contracts on approximately September 15, 1959. 

R. R. BARTELSMEYER, 
Chief Highway Engineer, Illinois Division of Highways, 


LansineG, Micn., June 4, 1959. 
B. D. Tartamy, 
Federal Highway Administrator, Bureau of Public Roads, 
Department of Commerce, Washington Office: 

Re telegram June 3, 1959, Michigan will be forced to stop awarding interstate 
contracts September 1, 1959, if interstate 1961 funds are not apportioned. Diffi- 
culty will be encountered resuming construction after a year lapse in funds, 
due to resulting loss of experienced construction personnel. 

JoHn C. MAcKIE, 
Michigan State Highway Commissioner. 


Concorp, N.H., June 4, 1959. 
B. D. TaLtamy, 
Federal Highway Administrator, 
Department of Commerce, Bureau of Public Roads: 

In re your telegram June 3 with exception of one $3 million project to be 
Contracted September 1959. All interstate program for 1960 will be under 
contract by end of July 1959. 

Joun O. Morton, Commissioner. 
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ALBANY, N.Y., June 4, 1959, 
B. D. TaLtamy, 
Federal Highway Administrator, 
Bureau of Public Roads: 


Re your June 8 teletype. If no 1961 interstate apportionment is forthcoming 
by July 1, 1959, we estimate that the award of further interstate construction 
contracts will terminate on or about September 1, 1959, in New York State, 

J. B. McMorran, 
Superintendent of Public Works. 


OHIO, June 3, 1959, 
B. D. TaLiamy, 
Federal Highway Administrator, 
Bureau of Public Roads: 

Under hypothetical situation posed in your telegram of June 3, 1959, Ohio 
would have to stop immediately awarding of interstate construction contracts, 
This is true because Ohio has already indulged in advanced financing of inter- 
state projects to the extent of about $40 million, which would equal Ohio’s share 
of a $500 million Federal allocation under past ratio. 

Therefore, we would not be able to resume awarding of interstate construction 
contracts before some Federal allocation were made for 1963. 

B. W. Preston, 
Director, Ohio Department of Highways. 


SALEM, OrEG., June 8, 1959. 
B. D. TALLamy, 
Federal Highway Administrator, 
Bureau of Public Roads: 

Reference your telegram sent through Regional Engineer French. Oregon will 
be forced to suspend advertising of interstate project by September 1, 1959, 
except for a few projects held for right-of-way acquisition. 

G. S. PAxson, 
Assistant State Highway Engineer, Oregon State Highway Department. 


MONTPELIER, VT., June 4, 1959. 
BERTRAM D. TALLAMY, 
Federal Highway Administrator, U.8. Department of Commerce, Bureau of Public 
Roads: 


Failure to continue full apportionments of Federal aid will have serious impact 
on Vermont. Will be forced to stop awarding interstate contracts by August 31, 
1959. Any stoppage of program will require several years to rebuild our highway 
department organization. 

WILLIAM POETER, 
Vermont Commissioner of Highways. 


SIxTEEN STATES AFFECTED BY ABouT END oF THIS YEAR 


Ames, Iowa, June 4, 1959. 
B. D. TaLLamy, 
Federal Highway Administrator, 
Bureau of Public Roads, Department of Commerce: 
State of Iowa will have to stop awarding interstate construction contracts 
not later than January 1, 1960, if there will be no 1961 apportionment. 
JOHN G. BUTTER, 
Chief Engineer, Iowa State Highway Commission. 
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B. D. TALLAMY, 
U.S. Bureau of Public Roads: 

Reply to your telegram of June 3, we have determined that following our 
ing normal schedule of contract lettings we will have to stop awarding construc- 
ion tion contracts on the Interstate System January 1, 1960. 

Warp J. OATES, 
Commissioner of Highways. 
Baton RovuceE, La., June 8, 1959. 
| B. D. TALLAMY, 
‘ Administrator, U.S. Bureau of Public Roads: 
Reurtel June 3 based on current schedule Louisiana would stop letting con- 
tracts on Interstate System December 1, 1959. 
nio R. B. RICHARDSON, 
ts, Director, Louisiana Department of Highways. 
er- 
ire 
Avuausta, MAINE, June 4, 1959. 
oa B. D. TALLAMY, 
Federal Highway Administrator, 
U.S. Department of Commerce, Bureau of Public Roads: 
Information requested through regional and division offices will stop award- 
ing interstate contracts about January 1, 1960, under conditions outlined. 
MAINE StTaTE H1iGHWAY COMMISSION. 
Davin H. Stevens, Chairman. 
Boston, Mass., June 4, 1959. 
ill BertraM D, TALLAMY, 
9, Federal Highway Administrator, 
Bureau of Public Roads: 
If no 1961 interstate apportionment is made and the maximum of only $500 
million for 1962, the Massachusetts Department of Public Works will cease 
contract lettings on interstate in December 1959. 
ANTHONY N. DINATALE, 
Commissioner of Public Works. 
ic 
JEFFERSON Ciry, Mo., June 8, 1959. 
at B. D. TALLAMY, 
1, Federal Highway Administrator, 
y Bureau of Public Roads: 


Assuming no 1961 apportionment interstate awards in Missouri will stop 
approximately October 31, 1959. 


Rex M. WHITTON, 
Chief Engineer. 


Santa Fk, N. Mex., June 3, 1959. 


B.D. TALLAMY, 
Federal Highway Administrator: 

Reurtel June 38, New Mexico, will exhaust all interstate funds and can let 
no further interstate construction after our December 1959 letting. We have 
only approximately $12 million remaining which under normal scheduling would 
Tun only 6 months. 


L. D. WILSON, 
New Mevzico State Highway Department. 
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BIsMARCK, N. Dak., June 8, 1959. 
B. D. TALLAmy, 
Federal Highway Administrator, 
Bureau of Public Roads, Matomic Building: 


Reurtel North Dakota is maintaining interstate schedule. Based on best 
current information in normal schedule of contract lettings North Dakota would 
have to stop awarding interstate construction contracts in January 1960. As. 
suming there was to be no 1961 interstate apportionment and a maximum of 
$500 million for 1962. 

A. W. WENTz, 
State Highway Commission, 
North Dakota State Highway Department. 


PROVIDENCE, R.I., June 4, 1959. 
B. D. 
Federal Highway Administrator, 
U.S. Bureau of Public Roads: 


Assuming no 1961 interstate apportionment and approximately one-fifth normal 
for 1962 the last interstate construction contract in Rhode Island will be about 
January 1960 until further funds are available. 


ANGELO A. MARCELLO, 
State Director of Public Works. 


Co_umstiA, 8.C., June 4, 1959. 
BERTRAM D. TALLAMY, 
Federal Highway Administration: 


Retel based on present appropriations through 1960. Interstate contract 
awards would stop October 1959. 


C. R. McMILian, 
Chief Highway Commissioner. 


NASHVILLE, TENN., June 4, 1959. 
B. D. TALLamy, 
Administrator, Bureau of Public Roads: 


Retel interstate apportionment. Tennessee will have to stop awarding inter- 
state construction contracts not later than December 31, 1959, under basis out- 
lined your telegram. 


H. D. Lone, State Highway Engineer. 


Satt Lake City, Uran, June 8, 1959. 
B, D. Tatiamy, 
Federal Highway Administrator, 
Department of Commerce: 


If no 1961 interstate apportionment is received will be necessary to stop award- 
ing interstate contracts October 1959. Assuming Utah’s portion for 1962 would 
be about 3 million this would permit only two contracts during year received 
which could be placed under contract immediately upon receipt of funds. This 
estimate based on current information and normal contracting schedule. 


R. MorGan, 
Director of Highways, 
State Road Commission of Utah. 
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OLYMPIA, WASH., June 3, 1959. 
BerTRAM D. TALLAMY, 
Federal Highway Administrator, Bureau of Public Roads, Department of 
Commerce: 

Assuming there will be no 1961 interstate aportionment and a maximum of 
$500 million for 1962, it is estimated that State of Washington would have to 
stop awarding interstate construction contracts by December 1, 1959. This is 
based on Current information and on normal schedule of contract letting. 

W. A. BuGGE, 
Director of Highways. 


CHARLESTON, W. VA., June 4, 1959. 
BERTRAM D. TALLAMY, 
Federal Highway Administrator, Department of Commerce, Bureau of Public 
Roads: 
Re your wire June 3 to C. L. Bower. Assuming no 1961 interstate apportion- 
ment and a maximum of $500 million for 1962, West Virginia would have to stop 
awarding interstate consruction contracts by end of 1959. 


PatTRICK C. GRANEY. 


CHEYENE, Wyo., June 8, 1959. 
BERTRAM D. TALLAMY, 
Federal Highway Administration, 
Bureau of Public Roads: 

Wyoming will not award interstate contracts after October 9, 1959, unless 
1961 interstate apportionment is made. Interstate program is two-thirds of 
Wyoming road program, which constitutes 28 percent of States economy. 

J. R. BROMLEY, 
Superintendent, Chief Engineer, 
Wyoming Highway Department. 


WASHINGTON, D.C., June 4, 1959. 
BertRAM D. TALLAMY, 
Federal Highway Administrator, 
Bureau of Public Roads, Department of Commerce: 

Reurtel June 3. If there is no apportionment of interstate funds for 1961 
and only $500 million for 1962, and if we followed normal schedule of contract 
letting, District of Columbia would have to stop awarding interstate construc- 
tion contracts in October 1959. In view of present uncertainty with respect to 
interstate funds the District is now holding in abeyance advertisement projects 
estimated to cost $12.9 million. 


L., AIKEN, 
Director, Department of Highways and Traffic, District of Columbia. 


ELEVEN Srates AFFECTED BY JULY 1960 


MONTGOMERY, ALA., June 4, 1959. 
TALLAMY, 


Administrator, Bureau of Public Roads: 

Regarding your inquiry, if Alabama receives no interstate apportionment for 
fiscal 1961, and only its share of $500 million for fiscal 1962, we will have all 
available interstate funds under contract by June 30, 1960. 


Sam ENGLEHARDT, 
Highway Director. 
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ATLANTA, GA., June 4, 1959, 
B. D. TALLAmy, 
Federal Highway Administrator, 
Bureau of Public Roads: 

Reurtel, assuming no 1961 interstate apportionment and maximum $500 mil- 
lion for 1962, our normal schedule of contract letting would exhaust funds 
about July or August 1960, necessitating stop in awarding interstate construction 
contracts. 

M. L. SHADBURN, 
State Highway Engineer, 
State Highway Department of Georgia. 


INDIANAPOLIS, IND., June 4, 1959. 
B. D. TALLamy, 
Federal Highway Administrator, 
Bureau of Public Roads: 

Re your wire June 3, 1959, based on normal schedule of contract lettings. 
Indiana will have to stop awarding interstate construction contracts about 
July 1, 1960. 

JOHN PETERS, Chairman, 


ToPeKA, KANS., June 8, 1959. 
B. D. TALLamy, 
Federal Highway Administrator, 
Bureau of Public Roads: 


Assuming there will be no 1961 interstate apportionment, and a maximum of 
only $500 million for 1962, based on the best current information and our 
normal schedule of contract lettings, it will be necessary to stop awarding 
interstate construction contracts by approximately June 30, 1960. 

WALTER JOHNSON, 
State Highway Engineer, 
Kansas State Highway Commission. 


_ BALtrmore, Mp., June 4, 1959. 


B. D. TALLAMY, 
Federal Highway Administrator, 
Bureau of Public Roads, Department of Commerce: 


Based on the premise that interstate funds will not be available for 1961 
and a maximum of $500 million for 1962, advise Maryland’s status as follows. 
February 1960 would be terminal date for awards of interstate construction 
eontracts. This terminal date would possibly occur as early as December 1959 
pending review of protective right-of-way acquisition that would normally have 
come from 1961 and 1962 funds. 


NORMAN M. PRITCHETT, 
Chief Engineer, Maryland State Roads Commission. 


Jackson, Miss., June 5, 1959. 
B. D. TALLAMY, 
Highway Administrator, U.S. Department of Commerce, 
Bureau of Public Roads: 
According to our schedule we would stop awarding contracts on the Inter- 
state System about March 1960. 
T. C. Rospsins, 
Director, Mississippi State Highway Department. 
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CARSON City, NEV., June 4, 1959. 
BerTRAM D. TALLAMY, 
Federal Highway Administrator, 
Bureau of Public Roads: 

The State of Nevada will stop awarding interstate highway construction con- 
tracts on July 1, 1960, providing there is no 1961 interstate appointment. 
Epwarp L. PINE, 
State Highway Engineer. 


TRENTON, N.J., June 4, 1959. 
Hon. B. D. TALLAMY, 
Federal Highway Administrator, 
Department of Commerce, U.S. Bureau of Public Roads: 

1959-60 Federal interstate funds will all be under advertisement by July 
of 1960. New Jersey share ($16,200,000) of 1962 Federal funds if apportioned 
for July 1960 will be committed by October 1, 1960. 

Dwicut R. G. PALMER, 
New Jersey State Highway Commissioner. 


HarrissureG, Pa., June 4, 1959. 
B. D. TALLAMY, 
Administrator: 

Bureau of Public Roads, U.S. Department of Commerce, with no 1961 Federal 
interstate apportionment. Pennsylvania must stop letting contracts April 1, 
1960, at the latest. Contracts with reduced 1962 apportionment would be 
awarded by June 1, 1961. 

ParK H. MARTIN, 
Secretary of Highways. 


Pierre, 8. Dax., June 8, 1959. 
BerTRAM TALLAMY, 
Commissioner of Public Roads: 
Without a 1961 apportionment, South Dakota should have all interstate 
funds under contract by May 1, 1960. 
W. V. Buck, 
State Highway Engineer. 


MapIson, WIS., June 4, 1959. 
0. D. TALLAMY, 
Federal Highway Administrator, 
Bureau of Public Roads: 

Assuming No. 1961 interstate apportionment and maximum $500 million for 
1962, Wisconsin estimates that under its normal schedule of contract lettings it 
would stop awarding interstate construction contracts May 1, 1960. 

HigGHway COMMISSION OF WISCONSIN, 
Harotp L. PLUMMER, Chairman. 


TWELVE STATES AFFECTED AFTER JULY 1960 


PHOENIX, Ariz., June 4, 1959. 
B. D. TALLAMY, 
Federal Highway Administrator, 
Washington, D.C.: 

Assuming there will be no 1961 Interstate apportionment and a maximum of 
only $500 million for 1962, based on best current information and a normal 
Schedule of contract lettings, Arizona would have to stop awarding interstate 
Construction contracts approximately December 31, 1960. 

J. R. Van Horn, 
Deputy State Engineer. 
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LITTLE Rock, ARK., June 3, 1959. 
FEepERAL HIGHWAY ADMINISTRATOR, 
Bureau of Public Roads, General Services: 

Assuming there will be no 1961 interstate apportionment and a maximum of 
$500 million for 1962 based on best current information Arkansas would have to 
stop awarding interstate construction contracts approximately August 1, 1960, 

ARKANSAS HIGHWAY DEPARTMENT, 
R. B. Winrrey, Acting Director. 


DENVER, CoLo., June 8, 1959. 
B. D. TALLAMY, 
Federal Highway Administrator, 
Bureau of Public Roads, Department of Commerce: 


Retel this date on basis no interstate apportionment for 1961 and $500 million 
for 1962 our normal schedule of contract award would utilize all funds on or 
before September 1, 1960. 

Mark U. WATROUS, 
Chief Engineer, Colorado Department of Highways. 


Dover, DEL., June 4, 1959. 
BERTRAM D. TALLAMY, 
Federal Highway Administrator, 
Bureau of Public Roads: 


Matching interstate funds in Delaware depends primarily on receiving 
request allocation from Delaware Legislature now in session. With State 
matching funds available Delaware would continue to advertise and award 
interstate construction contracts through June of 1961. 

Based on existing apportionments not yet spent. Should there be cutback 
in 1962 Federal funds, Delaware would start reduced construction in that 
year. 

R. A. HABER, 
Chief Engineer, Delaware State Highway Department. 


IDAHO, June 4, 1959, 
B. D. TaLLamy, 
Federal Highway Administrator, 
U.S. Bureau of Public Roads: 

On basis of assumptions stated and that 1962 apportionment to Idaho would 
be $3,430,000 available in July 1960, Idaho would have to stop awarding inter- 
State contracts in November 1960. 

G. Bryce BENNETT, 
State Highway Engineer, Idaho Department of Highways. 


St. Pau, MInn., June 4, 1959. 
B. D. TALLAMY, 
Federal Highway Administrator, 
Bureau of Public Roads: 


Reurtel Overbee June 3. Based on continuing normal schedule of contract 
lettings we estimate end of interstate construction contract awards by November 
1960. 

L. P. ZIMMERMAN, 
Commissioner of Highways. 


HELENA, Monrt., June 3, 1959. 
B. D. TALLAMY, 
Federal Highway Administrator, 
Bureau of Public Roads: 


Reurtel June 3 on interstate apportionments present financial status indicates 
State matching funds would be sufficient to cover unobligated Federal aid 
balance with no stoppage of contract awards providing 1962 apportionments 
of $500 million is allocated and 1961 apportionment is deleted. 


FRED QUINNELL, Jr., 
Montana State Highway Engineer. 
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LINCOLN, NEsR., June 3, 1959. 
B. D. TALLAMY, 
Federal Highway Administrator, 
US. Bureau of Public Roads: 

Assuming there will be no 1961 interstate apportionment and a maximum of 
only $500 million for 1962, Nebraska will have to stop awarding interstate con- 
struction contracts by February 1961. 

R. L. CocHRAN, 
Nebraska State Engineer. 


Ra.eicH, N.C., June 4, 1959. 
B. D. TALLAMY, 
Federal Highway Administrator, 
U.S. Bureau of Public Roads: 

Reference is made to your telegram received from the local bureau of public 
roads pertaining to approximate date North Carolina would have to stop award- 
ing interstate construction contracts; assuming no 1961 interstate apportion- 
ment and a maximum of $500 million for 1962. Our best estimate at this time 
is that our normal schedule of contract lettings for the Interstate System would 
stop by late fall 1960. 

W. F. Bascock, Director of Highways. 


City, OKLA., June 8, 1959. 
B. D. TALLAMY, 
Administrator, Bureau of Public Roads, 
Department of Commerce: 

Assuming no 1961 interstate apportionment and maximum of only $500 million 
for 1962, Oklahoma would have to stop awarding interstate construction con- 
tracts August 1960. 

G. H. Brrrte, 
Acting Director, Oklahoma Department of Highways. 


AusTIN, Trex., June 4, 1959. 
B. D. TALLAMY, 
Federal Highway Administrator, 
Bureau of Public Roads, Washington, D.C.: 


Replying to your letter of June 3, you are advised that all Federal interstate 
highway funds will be let to contract in Texas by November 1960 should 1961-62 
funds not be forthcoming. 

D.C. Greer, State Highway Engineer. 


RIcHMOND, VA., June 4, 1959. 
B. D. TALLAMY, 
Federal Highway Administrator, 
U.S. Department of Commerce: 


Retel June 3, it will be necessary to stop awarding interstate construction 
contracts in July 1961. 
S. D. May, State Highway Commission. 
The Cuatrman. Mr. Allen, I have listened as attentively as I could 
to the discussion that has occurred today, to your statement, Mr. 
Tallamy’s statement, and the questions and answers, and I am still 
somewhat puzzled. I will not use the word “confused,” because I 
think that condition is sometimes accepted as the general situation. 
The President, on June 25 last, made a statement to which you re- 
ferred in which he discussed certain alternatives that he had heard 
were being considered for the financing of this highway trust program. 
He said that the suspension of the Byrd amendment was not a satis- 
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factory alternative and that an indefinite suspension of it, I would 
think without regard to the consequences to the fund over the future 
years, might well be an unsatisfactory alternative. He said, in addi- 
tion to that, that the diversion of other taxes from the general fund 
to the highway trust fund was not an acceptable alternative. 

I am in this position. Very frankly, I think the committee is en- 
titled to know whether there is no possibility in the opinion of the 
administration that this problem can be resolved except through the 
enactment of a gasoline tax increase. 

Mr. J. J. Auten. I doubt that I can answer that completely. I 
think that the administration’s position first coincides with the con- 

essional policy in the road system contemplated, the Interstate 

ystem of 40,000-plus miles with the other vabeuliaey systems, 

In the second place, the administration believes that the revenues 
that would be produced by a 114-cent motor fuel tax, in addition to 
the present taxes, would solve the existing problem with regard to 
the rate that the building program is carried on and is financed. 

From another viewpoint, the administration is in opposition to any 
abandonment of the pay-as-you-go principle and increasing the debt 
in order to finance the program. 

For similar reasons, I assume, the administration opposes the diver- 
sion of taxes which, in effect, would transfer a deficit from the trust 
fund to the general fund. 

I do not know what the administration’s position would be if the 
Congress should decide upon other sources of revenue, not constitut- 
ing abandonment of pay as you go or the diversion of revenue. 

The Cuarrman. It is important for us to have an understanding 
about it if we are to try at all to resolve this decision. 

Mr. Allen, you were a Member of the Congress at the time we estab- 
lished this trust fund and you are as familiar with its creation as are 
the members of this committee. You will recall that when this pro- 
gram was undertaken, when the ceiling of $25 billion was placed upon 
expenditure, when the purposes to be served were discussed in the com- 
mittee, we gave to the trust fund certain amounts or certain revenues, 
certain taxes that would have otherwise gone to the general fund. 

Most of the money that is presenly being developed from the trust 
fund came from these funds. 

We allocated to the trust 5 percent as to the tax on trucks, another 
5 percent to the general fund. We increased that from 8 percent 
to 10 percent in order to have an even 5 percent to each of them. We 
took other action. We increased the tax on tires and tubes some- 
what as we put that money into the trust fund, but the primary thing 
that brought in revenue in a new way and about the only thing that 
really brought very much revenue additional to what we had already 
been levied going to the general fund was the 1-cent increase in the 
gasoline tax and the 1-cent increase in the diesel fuel tax. Generally 
we can say that that is all the new money we developed in the process 
of establishing this trust fund, that and the truck tax of 2 percent 
which went from 8 percent to 10 percent, but that is not an appreciable 
amount compared to the increase in the gasoline tax. That is where 
the money was. 

In my opinion, we would have put more money from the general 
fund into the highway trust fund, in spite of the feeling that existed 
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at that time in the Secretary of the Treasury, had we known that these 
esimates of $24.8 billion were not good estimates, were atrociously low 
compared to what the actual program is to cost. 

Had we known that it was to be $36 billion, we would have put some 
more money out of the general fund into the trust fund. 

It seems to me that it is a rather unwise position for anyone to take 
that the only solution to this problem must lie in the raising of some 
additional revenues from some source, preferably a gasoline tax. 

I am not lecturing. I am just suggesting that you revise your 
thinking. 

Already the average motorist pays about 90 cents tax on every 10 

llons of gasoline and if he does not get any better mileage than I 

o, he goes about 130 miles on that. 

The States are dependent upon the gasoline tax principally for their 
road programs. Some States have already increased. Others are in 
the process in the next 2 or 3 or 4 years of having to increase their 
gasoline tax. 

Then, I think in terms of the overall take by the Federal Govern- 
ment from the American people and I wonder why it is, if this high- 
way trae is so desirable, so essential to the defense, so essential 
to safety, so essential to somebody else for some other reason, that we 
cannot cut the cloth of our expenditures to live within these overall 
figures, $83 billion in fiscal 1959 was taken from the American econ- 
omy by the Federal Government; $94 billion at least is to be taken 
in fiscal 1960. 

Every time we run into some temporary problem it looks like the 
logical, natural action of any and all of us is to think in terms of some 
additional revenue. 

I am of the opinion that, if this issue is to be resolved, and I am 
speaking merely as an individual member, that there may be some 
possibility of solution in it if the administration does not adhere to 
this statement made that an alternative of transferring the money 
from the general fund at some time in the future is not acceptable. 

Mr. Baker, as I understand, has introduced a bill proposing an in- 
crease in the gasoline tax for a limited period of time. It is entirely 

ssible that this committee could include some additional increase 

or some limited period, but I doubt that the committee would agree 
to do that at all under any circumstances if the administration is to 
take the position that nothing additional can be taken from the gen- 
eral fund for the benefit of this highway trust fund. 

I would like for those responsible for this to think in terms of 
whether or not there may be some willingness to resolve the problem 
along the lines of further transfers from the general fund for this 
purpose over the years in the future, along with some possible new 
revenue from some source, not exactly like you ask for but in some 
different way, because if there is no willingness to do that, I doubt 
that there is any possibility of this committee coming up with any- 
thing that will a helpful to the Public Works Committee or to the 
administration in resolving this. 

I will not support—and I have said repeatedly that I would not 
support—the President’s request for a cent-and-a-half increase in 
gasoline tax. 
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factory alternative and that an indefinite suspension of it, I would 
think without regard to the consequences to the fund over the future 
years, might well be an unsatisfactory alternative. He said, in addi- 
tion to that, that the diversion of other taxes from the general fund 
to the highway trust fund was not an acceptable alternative. 

I am in this position. Very frankly, I think the committee is en- 
titled to know whether there is no possibility in the opinion of the 
administration that this problem can be resolved except through the 
enactment of a gasoline tax increase. 

Mr. J. J. Avren. I doubt that I can answer that completely. I 
think that the administration’s position first coincides with the con- 
ecg policy in the road system contemplated, the Interstate 

ystem of 40,000-plus miles with the other sibeidiary systems. 

In the second place, the administration believes that the revenues 
that would be produced by a 114-cent motor fuel tax, in addition to 
the present taxes, would solve the existing problem with regard to 
the rate that the building program is carried on and is financed. 

From another viewpoint, the administration is in opposition to any 
abandonment of the pay-as-you-go principle and increasing the debt 
in order to finance the program. 

For similar reasons, I assume, the administration opposes the diver- 
sion of taxes which, in effect, would transfer a deficit from the trust 
fund to the general fund. 

I do not know what the administration’s position would be if the 
Congress should decide upon other sources of revenue, not constitut- 
ing abandonment of pay as you go or the diversion of revenue. 

The Cuamman. It is important for us to have an understanding 
about it if we are to try at all to resolve this decision. 

Mr. Allen, you were a Member of the Congress at the time we estab- 
lished this trust fund and you are as familiar with its creation as are 
the members of this committee. You will recall that when this pro- 
gram was undertaken, when the ceiling of $25 billion was placed upon 
expenditure, when the purposes to be served were discussed in the com- 
mittee, we gave to the trust fund certain amounts or certain revenues, 
certain taxes that would have otherwise gone to the general fund. 

Most of the money that is presenly being developed from the trust 
fund came from these funds. 

We allocated to the trust 5 percent as to the tax on trucks, another 
5 percent to the general fund. We increased that from 8 percent 
to 10 percent in order to have an even 5 percent to each of them. We 
took other action. We increased the tax on tires and tubes some- 
what as we put that money into the trust fund, but the primary thing 
that brought in revenue in a new way and about the only thing that 
really brought very much revenue additional to what we had already 
been levied going to the general fund was the 1-cent increase in the 
gasoline tax and the 1-cent increase in the diesel fuel tax. Generally 
we can say that that is all the new money we developed in the process 
of establishing this trust fund, that and the truck tax of 2 percent 
which went from 8 percent to 10 percent, but that is not an appreciable 
amount compared to the increase in the gasoline tax. That is where 

the money was. 

In my opinion, we would have put more money from the general 
fund into the highway trust fund, in spite of the feeling that existed 
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Id at that time in the Secretary of the Treasury, had we known that these 
re esimates of $24.8 billion were not good estimates, were atrociously low 
i- compared to what the actual program is to cost. 
id Had we known that it was to be $36 billion, we would have put some 
more money out of the general fund into the trust fund. 
\- It seems to me that it is a rather unwise position for anyone to take 
le that the only solution to this problem must lie in the raising of some 
e additional revenues from some source, preferably a gasoline tax. 
I am not lecturing. I am just suggesting that you revise your 
I thinking. 
a Already the average motorist pays about 90 cents tax on every 10 
¢ llons of gasoline and if he does not get any better mileage than I 
o, he goes about 130 miles on that. iY! 
S The States are dependent upon the gasoline tax principally for their 
D road programs. Some States have already increased. Others are in 
) the process in the next 2 or 3 or 4 years of having to increase their 


gasoline tax. 

Then, I think in terms of the overall take by the Federal Govern- 
ment from the American people and I wonder why it is, if this high- 
way program is so desirable, so essential to the defense, so essential 
to safety, so essential to somebody else for some other reason, that we 
cannot cut the cloth of our expenditures to live within these overall 
figures, $83 billion in fiscal 1959 was taken from the American econ- 
omy by the Federal Government; $94 billion at least is to be taken 
in fiscal 1969. 

Every time we run into some temporary problem it looks like the 
logical, natural action of any and all of us is to think in terms of some 
additional revenue. 

I am of the opinion that, if this issue is to be resolved, and I am 
speaking merely as an individual member, that there may be some 
possibility of solution in it if the administration does not adhere to 
this statement made that an alternative of transferring the money 
from the general fund at some time in the future is not acceptable. 

Mr. Baker, as I understand, has introduced a bill proposing an in- 
crease in the gasoline tax for a limited period of time. It is entirely 
ips that this committee could include some additional increase 

or some limited period, but I doubt that the committee would agree 

to do that at all under any circumstances if the administration is to 
take the position that nothing additional can be taken from the gen- 
eral fund for the benefit of this highway trust fund. 

I would like for those responsible for this to think in terms of 
whether or not there may be some willingness to resolve the problem 
along the lines of further transfers from the general fund for this 
purpose over the years in the future, along with some possible new 
revenue from some source, not exactly like you ask for but in some 
different way, because if there is no willingness to do that, I doubt 
that there is any possibility of this committee coming up with any- 
thing that will be helpful to the Public Works Committee or to the 
administration in this. 

I will not support—and I have said repeatedly that I would not 
Support—the President’s request for a increase in 
gasoline tax. 
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I think the discussion today indicates that you do not need a cent- 
and-a-half increase. I think that we can cut our cloth within the 
total amount of revenue that we are taking in from the American 
economy, and in some way make certain that out of this great amount 
of money there will be sufficient money to carry this program on on 
the basis that you and I want it to go along on; namely, be com- 
pleted within the time that we anticipated, perhaps slightly longer, 
and in the way that you planned to construct it. 

There are several things about it that I am not satisfied on yet asa 
result of the discussion in the hearings. 

Frankly, I do not think, any more than Mr. Knox does, that this pro- 
gram ought to be used for the purpose of building these elaborate free- 
ways—or whatever they are called—through these big metropolitan 
areas when that represents, as I believe, 42 or 44 percent of the total 
cost of it. 

I am not satisfied to see this money used to pay people to take 
polls of the rights-of-way that already belong to States. That is not 
the decision of this committee. 

We find ourselves in the position where these decisions have already 
a — Now we are to come up with some other solution of the 

roblem. 
F What I am saying is this: It is difficult for this committee to come 
up with a solution if the area of solution is so limited, as it may well 
be, by this discussion by the President. I would like to know whether 
or not we are to have to perform and seek a solution within such a 
limited area. 

If you will give me some information on that before the hearing 
is over, that you can transmit to me, I would appreciate including it 
in the record. 

Mr. J. J. Auten. Mr. Chairman, I appreciate your statement. I 
presume that both representatives of the Department of the Treasury 
and of the Budget Bureau will follow, and if answers to the questions 
concerning the administration’s position come from any of the admin- 
istration witnesses, they will come from such witnesses. 

The Cuarrman. You say on page 3, Mr. Allen, quoting the Presi- 
dent, that waiving the Byrd amendment “would solve nothing, and that 
either of these senate would be unacceptable to him.” I pre- 
sumed on that basis of you having made that statement that you were 
reflecting the thinking of the President and I wanted to be absolutely 
certain that you were. If you were not, if there was some notification 
that you wanted to add wherein the committee can find a little bit 
more room in which it could operate to find a solution to this problem, 
I wanted to have it in the record. 

Mr. J.J. Aten. Thank you. As you probably know, I was quoting 
the President in those portions of my statement which you read. 

The Cuarrman. Not in that part that neither of these alternatives 
would be acceptable to him. You did not include that in quotes, but 
that is what I understood him to say when he made his statement on 
June 25. 

Mr. J.J. Aten. I think that isa very accurate paraphrase. 

The Cuatrman. I think it is. Iam not questioning the accuracy 
of it. I just want to know if this committee finds itself confined in this 
very limited area in seeking a solution. If it does, why, I do not 
know what will happen. 
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Mr. J. J. Avten. I can say for the present that I am not authorized 
to make any statement that is contrary to the statement that I have 
already made. 

The CuarrMan. We are then to assume that we are so confined to this 
limited area. If we are, then it complicates the problem as far as I am 
concerned. 

Mr. Byrnes. If the Chair will yield? 

The CuarrMan. Yes. 

Mr. Byrnes. The Chair is talking about the short term rather than 
the long term. 

The Cuatrman. That is the short term I am talking about here 
because that is what the President was talking about. 

Mr. Byrnes. Right. 

The Cuatrman. I do not know whether the suggestion of a cent and 
a half is the solution. I have a number of questions that have not 
been asked, but the hour is late. We will have another opportunity 
later on when we get into executive session, if we can get through 
with the hearings and get into it the next Monday, to ask those ques- 
tons. 

I will not delay the committee with the series of questions that I 
did have in mind except that I want. this question on the record. 

Mr. Allen, I am greatly concerned over this report that the Comp- 
troller General filed with respect to certain operations in the Bureau 
of Public Roads, and I do not say that with any preconceived notion 
that criticisms are justifiably directed at the Bureau, but the Comp- 
troller General, in addition to what was pointed out by Mr. Harrison 
this morning, called attention and made this statement on the finan- 
cial management improvement program, that the Bureau had made 
little progress since fiseal year 1957 : 

The Bureau’s difficulties in financial administration apparently stem presently 
from a lack of top professional leadership in financial management. 

I find it difficult to understand why the Bureau, if this is true, has 
not put its affairs in order so as to prevent a finding of this kind b 
the Comptroller General. I consider it a very serious matter and 
wonder if you want to make any comment at this time with respect 
to this statement by the Comptroller General. 

Mr, Tattamy. Yes; I would be very happy to, Mr. Chairman. 

The statement refers to a desire on the part of the Comptroller 
General for the Bureau of Public Roads to enter into the type of 
accounting which is called accrual accounting. It certainly does not 
refer, I am confident, to a feeling that the disbursement accounts of 
the Bureau of Public Roads are not accurate or are not carefully pre- 
pared and do not safely protect and husband the moneys of the United 
States that are entrusted to it. It is the system that has been carried 
on for years and has not been subject to any loss of funds as a result 
of the type of accounting that is carried on. It is the method of ac- 
counting that they are concerned with. 

I have agreed with them that I personally like accrual accounting 
myself and we have employed some a i recently to enter into a 
survey that will be necessary to establish the planning of the pro- 
cedures and the other things which go with that type of accounting. 

I am sure that as time goes on we will adopt it. 
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One of the handicaps, however, of the accrual accounting type of 
bookkeeping insofar as the Bureau is concerned is that many of the 
States do not have it so that to accommodate the States’ type of 
bookkeeping to an accrual type of bookkeeping in the Bureau of 
Public Roads is not an easy thing to accomplish. It is the method 
of accounting that they are concerned with and criticizing, not, I am 
sure, the fact that there is loose accounting or anything of that na- 
ture. 

The CHarrman. I did not understand that it meant the Depart- 
ment should be critiicized in the sense of having misused funds or 
anything of that sort. 

Mr. Tatitamy. No, sir. 

The CuHarrman. What I thought it meant was that you did not 
have proper procedures to actually exercise such control as I think 

ou should exercise over any program that the Federal Government 
is putting 90 percent into to determine whether or not it is being 
operated as it should be operated from all viewpoints and from all 
points of consideration. 

Now I did not think it to mean that you or the Service were to be 
criticized for having misappropriated moneys or allowed moneys to 
be misappropriated. What I took it to mean was that they questioned 
whether or not you had an actual way, a satisfactory way of checking 
to see whether or not we were actually getting, dollar for dollar, bene- 
fits from the dollars that we were spending in this respect and, 
frankly, when a fellow talks to me about a mile of road costing from a 
million dollars to a million and a half dollars on an average, it is 
pretty expensive. 

Mr. Tautiamy. I am sure that the report does not mean that we do 
not have adequate methods of checking the expenditures made, and 
the plans. They are carefully reviewed. The plans that are devel- 
oped are reviewed by our division engineer in great detail. We survey 
the method of advertising bids, the division engineer and his staff 
approve the award of contract. They make checks during the course 
of construction. They approve the final estimates, and that is all 
done through the engineering and the auditing staffs of the regional 
and divisional offices and, in addition to that, of course, we have 
appraisers who check all of the appraisals of the properties that 
are acquired for rights-of-way by the State highway departments and 
they are carefully reviewed. 

We have established procedures for the development of appraisals 
that the States have to follow, and all of these things are very care- 
fully done and checked by both the engineers and the auditing staffs. 

We also, I might point out, have developed in recent years a project 
examination division and we have teams, each of which is headed by 
a former FBI man who is a lawyer with an engineer, accountants and 
a right-of-way specialist on each team, and those teams drop in un- 
expectedly upon a State highway department or upon our own re- 
gional office and spot check the activities that have been carried on in 
the past to determine whether or not they have been following the 
rules and regulations that we have. If any of the operations need be 
improved or strengthened, they cite them and we take the necessary 
steps to see that the State or our own office does so. 

We have these traveling teams going all around, and I do not believe 
there is a feeling that the type of bookkeeping and inspections that 
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we have might be loose and, therefore, not adequately controlling the 
planning and the construction. The report refers, I believe, to the 
method that is followed in actually carrying out the bookkeeping, 
whether it is accrual accounting or the other procedures that we 
now use. 

The Cuarrman. In this report, in addition to the matters that 
Mr. Harrison pointed out this morning, the questions raised led me 
to believe that something was amiss, that it was not being operated 
as it would be operated if you had “top professional leadership in 
financial management” within your Bureau. 

Now, are you making any effort to include that top professional 
leadership within your Bureau, since you are handling matters that 
lead the General Fadler Office to believe that you should have 
such expert advice ¢ 

Mr. Tatnamy. Since that report was issued, we have hired three new 
additional top financial people in the Bureau. 

The Cuarrman. If you had told me that in the beginning, I would 
have considered that a satisfactory answer. Have you so advised the 
General Accounting Office so that they will not say this about you in 
the future ¢ 

Mr. Tattamy. May I say, Mr. Chairman, that it was not since the 
report was issued, but a little before it was issued. 

The Cuairman. That is very well. If the committee should decide 
to.go along with any increase in the gasoline tax, can you assure the 
committee that highway-users’ studies which will be presented to us in 
1961 will not show that any significant portion of the highway system 
should be attributed to factors not directly associated with the use 
of gasoline ? 

Mr. Tattamy. It will show that there are other benefits. 

The Cuairman. All right, now. You are going to show that. I 
understood that from your other statement. Will there be anything 
in that report showing that portions of the system should be attributed 
to these other factors that will be in conflict with the use of the gasoline 
tax as a vehicle for paying most of the cost of this program ? 

Mr. Tattamy. I do not know. 

The Cuarrman. Until I could be satisfied that it is proper even in 
this interim period for gasoline to be so taxed under this increase that 
it does not create a disproportion in the burdens of people using the 
system, I would be hesitant even to go a half a percent or any other 
_——. I think we should be satisfied that this is not an undue 

urden to place upon those users who will consume gasoline in the 
process of using this Interstate System. 

Can you help me on that now or would you like to do so by some 
further observations in the record ? 

_In coming up with recommendations of a cent and a half on gaso- 
line for a period of 4 years, I do not know how you could have reached 
the conclusion that that is the proper vehicle of tax without having 
analyzed this burden factor and also without looking to see whether 
or not there is any possibility that the report in 1961 that would come 
in with this tax still in existence would be in conflict in the levying 
of the cost as among the users of this system. 

Mr. Tatuamy. The motor fuel tax, of course, is a tax which is the 
same as a toll insofar as the use of the highway is concerned and the 
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average cost of the 114-cent proposal for the common motorist: js 
about $9 a year and it was surely our judgment that the benefits that 
accrue through the use of the Interstate System and the ABC system 
program is worth that amount of money for at least an interim period 
until we determine whether or not it ought to be $7 a year or $10 a 
year or some other factor. 

The Cratrman. Yes, I know, but these are assumptions you have 
made as I believe, and if I am wrong tell me, without having analyzed 
the situation and looked to see whether or not even for the 4-year 
sa such an imposition as is recommended creates a disproportionate 

urden upon the passenger car. That is what you are talking about, 
the people who drive passenger cars, largely ? 

Mr. Tatiamy. Yes, sir. 

The Cuatrman. Are they the ones that ought to bear this interim 
period cost? Your $500 million deficit results from action of the Con- 
gress last year in providing $400 million for the antidepression pur- 
poses and reconstruction and allowing the States to borrow $100 
million. If we had not done that, you would not be short. 

All right, now. Are the passenger-car operators, the ones that are 
to have to bear the burden of an antidepression device that we passed 
last year and because we had a problem here with respect to the next 2 
or 3 fiscal years, do we put the entire burden on them? Is that the 
proper thing to do? pats I can only reach one conclusion. It 
might be fair to put a part of it on them but it is not fair to put it all 
on them. 

We ought to go back and reevaluate this overall situation and, if 
we miscalculated to the extent of $12 million or $13 million in costs 
of the program, see if there is not some money in the General Treasury 
that we could get over a period of time to ease this situation, certainly 
until we can find out what the study is going to indicate. The study 
might indicate that there ought not be any increase in gasoline tax. 

Mr. Tatiamy. The passenger-car owner is going to get a tremendous 
benefit, and I think the majority of the benefit by far, from the work 
that was done as a result of this revision measure. 

We have built in a year’s time or will have built by the end of this 
year $622 million worth of highways which will save them time and 
save them wear and tear on their cars and save their lives and save 
accidents. 

The CuarrmMan. We did not do it altogether for that reason, did we? 

In 1958 we did it because we wanted to put people to work, did we 

not? That was a factor in it. We had these roads that could be 
constructed quickly as good vehicles for creating employment. That 
was one of the basic reasons behind the action in writing this in last 
year. 
" Are we going to charge all of that, is it fair to charge all of that to 
the passenger car that takes gasoline to drive it? I do not think it is. 
I hope you will reconsider this thing, Mr. Allen and others, and realize, 
as I think I do, that the cost should not all be placed in the interim 
period on these people who operate passenger cars. 

We did this thing last time as an antideflation or antidepression 
measure in trying to put people to work. That is one thing. 
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Mr. J. J. Auten. I think the reasons were there when the program 
was accelerated, but 1 have heard of no statement that the cost was 

increased because of the acceleration. Obviously, the same people 
who would ultimately have gotten the roads and paid for them now 
have them a little ahead of time. The present demand is to have them 
ay a little ahead of time. 

The Cuatrman. The trouble is we do not collect the money before 
we give them the vehicle for service. 

Mr. J.J. ALLEN. I did not quite hear that last. 

The CuarrMan. I say the trouble with part of it is that we are 
going to collect the money before we make the capital investment. 
That gives them some degree of additional service. 

Mr. J. J. Atuen. I think one of our difficulties, if I may speak 
rather frankly from experience on both ends of the street, is that the 
problem that is a single problem for the Bureau of Public Roads is 
divided in the House between three committees. A part of our prob- 
lem lies in a solution that possibly only the Appropriations Committee 
can provide. 

A second part of it lies with the public works side of the program 
where the acceleration of the program, without either the ability or 
the jurisdiction to accelerate the accumulation of money at the same 
time has given us a part of the program. Here, where the provision 
of the money is the problem, there is not the ability to control the rate 
of the spending, or the appropriation of the money, or the overall 
statement of the legislative policy with regard to the road system. 
We find ourselves in a somewhat difficult position trying to get all of 
the three phases of the problem brought into a coordinated effective 
result. 

The Cnatrrman, Are there any further questions? 

As I said, Mr. Allen, I will hold questions I had in mind to execu- 
tive session. 

Mr. Byrnes. Mr. Chairman. 

The Cuatrrman. Yes, Mr. Byrnes. 

Mr. Byrnes. Does the proposal that you made limit itself to gaso- 
line or is there a proportionate increase in the diesel fuel ? 

Mr. J. J. Anwen. It is a motor fuel tax. 

The Cuarrman. Your request is an increase of a cent and a half on 
the diesel fuel and a cent and a half on gasoline; yes, sir. 

Mr. J.J. Atnen. That is correct. 

The Cuarrman. I referred to gasoline. 

Are there any further questions of these gentlemen ? 

Again, we thank you for the very fine statements and presentation 
of this problem to the committee. It has been very helpful, I am sure. 
Our friend, Mr. Allen, was spared from having most of the ques- 
tions directed to him and in that respect I want to compliment Mr. 
Tallamy particularly for the great volume of information he has as 
evidenced by his answers to our questions. 

Both of you have presented the material in a very fine manner, I 
am sure, and you have given us much to think about in trying to find 
some satisfactory solution. 

We thank you, Mr. Allen, and those who came with you. 

_ The Cuarrman. Our next witness will be the Honorable Gordon H. 
Scherer, a Member of Congress from the State of Ohio. 
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STATEMENT OF HON. GORDON H. SCHERER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF OHIO 


Mr. Scuerer. I am testifying today because, as the ranking Re- 
publican on the Roads Subcommittee, I introduced H.R. 7963 to in- 
crease the Federal gasoline tax from July 1, 1959, to July 1, 1964, 
by 11% cents per gallon, as requested by the President. 

Before discussing the financial problem we face, I would like to 
make just a few observations and review very briefly some of the his- 
tory of highway legislation to date. 

From 1953 to 1956 the Committee on Public Works held long and 
exhaustive hearings concerning the urgent need for highway im- 
provements in the Nation. Every group and organization identified 
In any way with roads was heard. The evidence was conclusive that 
our highways were inadequate and outmoded ; that traffic, particularly 
in and near the population centers, was slowing down to a snail’s 
pace; that accidents and deaths on our highways were increasing at 
an alarming rate, due in large part to these inadequate and outmoded 
highways; that the losses from accidents and excessive operating 
costs of motor vehicles were reaching astronomical figures. 

We were told by the experts that the whole economy of the Nation 
was being adversely affected by our failure to modernize our high- 
ways; that the total losses due to these inadequate and outmoded 
highway systems were greater than the cost of the proposed high- 
way improvement program. The experts contended that, for every 
dollar we would spend on modern highway construction, there would 
be a return of $4 to the general economy. 

As a result the Congress eventually overwhelmingly passed the 1956 
Highway Act. The legislation was somewhat of an innovation. It 
provided that we would raise the money and pay for these highways 
as we built them and not pass the obligation on to future genera- 
tions as the Federal Government has been doing with so many of its 
programs. 

It provided for the first time, insofar as the Interstate System 
was concerned, that highways should be built first where the need 
exists, where the traffic congestion was intolerable. It abandoned, 
insofar as the Interstate System was concerned, the old pork-barrel 
formula of distributing Federal funds where the votes were and 
not necessarily where the traffic was heaviest. The legislation un- 
fortunately stopped short of carrying out the need formula com- 

letely. 

: In view of the number of dollars that were available and the rela- 
tive traffic problems, it is my feeling that the ABC system was given 
a preference. Now do not get me wrong, the ABC system needed im- 
provements, but it was the Interstate System comprising only a little 
over 1 percent of the total highway mileage in this country that was 
then carrying 14 percent of the traffic. In other words, the traffic 
density on the Interstate System was about 20 times greater than 
that on all of the rest of America’s highways. 

Much of the ABC system was in fair to excellent condition, while 
the interstate roadbeds were generally poor. The ABC system was 
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given a “ane or a first call upon the trust fund while the Interstate 
System had to take what was left, if by any chance we miscalculated 
the cost of completing the highway systems under the provisions of 
the 1956 act. 

We all know by this time that we did miscalculate; that, whereas 
the Federal cost of completing the Interstate System was figured to be 
approximately $25 billion, we now know that it will amount to at 
least $36 billion. 

For the first time we set up a highway trust fund into which cer- 
tain automobile user taxes were to be paid. We felt that the user 
taxes going into this fund would eventually pay for the program of 
completing the building of a 40,000-mile Interstate System between 
1956 and 1970. We decided to pay for this vast construction program 
on a pay-as-you-go basis and not to pass the cost on to future genera- 
tions as we have been doing with many of our governmental activities 
over the last few decades. 

We now find that we are going to have to raise approximately $13 
billion more for this trust fund to complete the highway construction 
program envisaged by the 1956 act. We find that in fiscal 1960 we 
will need an additional $493 million to pay for commitments already 
made to the States; that in fiscal 1961 the trust fund will be approxi- 
mately another $500 million short to pay for these same commitments; 
that for the $2.5 billion of allocations that should have been made 
July 1, to the States for the fiscal year 1961, there is no money avail- 
able. Therefore, these allocations have not been and cannot be made, 
unless some action is taken by the Congress before it adjourns. There 
will be less than $500 million available for the $2.2 billion of alloca- 
tions that should be made to the States for the fiscal year 1962 as pro- 
vided for in the 1956 act. 

Now, it is human nature that we make an effort at least to blame 
someone for this financial dilemma and some obvious miscalculations. 

There are five principal reasons for the deficits: 

(1) Last year the Congress, because some people, chiefly in the 
other body, became unduly excited about the recession, attempted to 
accelerate the program by ordering the spending of an additional $1.6 
billion on highways, without raising the money for the delicately 
balanced trust fund as follows: $1.1 billion for the Interstate Sys- 
tem and $500 million additional for the ABC system. 

(2) The Congress added 1,000 political miles to the Interstate Sys- 
tem without again providing the money for the trust fund. 

(3) There have been some increases in construction and right-of- 
Way acquisition costs due principally to inflation. 

(4) Construction iain and requirements were increased. 

(5) Some States miscalculated the cost of constructing the Inter- 
state System in their States. 

There is an inclination, as I have indicated, to fix the blame. Since 
most of it belongs on the Congress, some of us are going to try to 
shift all blame to the State highway departments and the Bureau of 
Public Roads. We are going to try to say that construction standards 
are too high. From one who has listened to the testimony of the ex- 
perts for 6 years, in my opinion the standards are far from too high 
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for 1975 traffic. Already traffic and population figures are exceeding 
predictions. 

Others are going to contend that money can be saved by having the 
Interstate System bypass the big cities, reducing rights- “of-w ay, and 
so forth. It would take me too long today to try to convince the 
doubting Thomases that the highway engineers are generally right 
in the course they have followed. 

I want to issue one or two words of warning. If in these hearings 
near the close of this session we attempt to place blame, if some of us 
try to become sidewalk highway engineers in a few hours and make 
the Bureau of Public Roads and State highway departments the 
goats for the present crisis, we may be here until the snow flies. If 
we go too far, we may succeed in discrediting a really fine road pro- 
gram in the eyes of the public. 

While the Bureau of Public Roads and the State highway depart- 
ments may have made some mistakes—and who would not with the 
biggest public works program in all history—it is my considered 

opinion that generally they have done an excellent job to date. 

Far be it from me, a relatively new Member of the Congress, to give 
advice to this great Committee on Ways and Means, but it is my con- 
viction that, if we get into all of these facets of the problem at this 
time, more harm than good will be accomplished. 

There are two distinct phases or parts to the problem we now 
face: 

(1) Replenishing the trust fund through fiscal year 1964. 

(2) Providing sufficient funds to complete the balance of the pro- 
gram after that. 

It is my feeling that, with the limited amount of time available, 
we should deal solely and exclusively with the first phase or part 
only. I say this because, as we all know, in calendar 1961 there are 
two vital reports due this Congress which will be considered and 
reviewed at length by the Committees on Public Works and Ways 
and Means. 

These reports will give us, among other things, the following: 

(1) A new or revised estimate of the cost of completing the 
Interstate System. 

(2) Standards of highway and bridge construction needed to effi- 
ciently and economically carry the different types and sizes of motor 
vehicles. 

(3) Effect that the various user vehicles have on highways and the 
life thereof. 

(4) The fair and equitable distribution of the taxes or charges 
that each class of highway users should pay. 

(5) Whether or not the tax base for the trust fund should be 
broadened to include other than highway users who may receive 
benefits from the modern highway construction program. 

It is only with this information before us that we can act intelli- 
gently and,.we hope, finally, on the numerous problems that now 
face us. It is then that we can consider at length any deficiencies 
or excess in highway standards, locations, and so forth. Let us not 
be tempted for one reason or another to now explore these problems 
in the dark. 
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No real harm can be done if we continue the highway construction 
program at or about the level provided in the 1956 act. The Bureau 
of Public Roads, State highway departments, and the construction 
industry have done an exceptionally creditable job to date in spite 
of some mistakes. The construction program has just reached high 
gear at tremendous cost and effort. To shift into low at this time 
and then later attempt to again accelerate it, will be extremely costly, 
particularly to the industries that have done so well in expanding 
themselves in order that they might do the job we ordered done 
under the 1956 act. To shift into low gear at this time would almost 
be disastrous to these industries and their labor forces. 

Traffic congestion would become intolerable. The accident rate 
would continue to rise, and the adverse effect on the general economy 
would be almost beyond calculation. These losses and the adverse 
effect on the Nation’s economy would be far greater than the amount 
of temporary funds needed to keep the construction program on or 
near the level or schedule provided by the 1956 act. 

Let us, therefore, in the next few days, direct our attention to pro- 
viding funds for the next 3 years. In providing these funds, let us 
not depart from the basic principles of our 1956 act. Let’s keep it 
on a pay-as-you-go basis. Let us have the courage to pay for this 
program and not pass the cost on to future generations. No one 
needs to tell this Committee on Ways and Means about the precarious 
condition of the Federal Government Treasury. Let us not do this 
job by deficit spending and increase the national debt, thereby ac- 
celerating the inflationary spiral, a vicious spiral which in turn will 
increase the cost of the road program. We should be en to put 
our feet to the political fire and raise the money, and not by some 
politically attractive or appealing scheme of deficit financing. 

Some here and many throughout the country would applaud, I 
am sure, a transfer of all automobile excise taxes to the trust fund. 
This might be the easy and politically expedient way out, but all 
of us know that such action will solve nothing but will be extremely 
harmful. It will be deficit spending in disguise. It will unbalance 
the budget, increase the national debt, and cause a further erosion 
of the dollar, to say nothing of the inflationary effect. 

In closing I want to say that in my opinion the Committee on Public 
Works a few weeks ago, by increasing the Interstate System authori- 
zation for fiscal year 1962, H.R. 5950, by $300 million, made a serious 
mistake, in view of the deficits we already face in the trust fund and 
the General Treasury. There is no excuse for giving the Committee 
on Ways and Means an additional headache at this time, especially 
if we do not furnish the aspirin. 

While I favor the principle of reimbursement for toll roads, it is 
my feeling that the Committee on Public Works acted irresponsibly 
when it approved, at this critical time, the Buckley reimbursement 
bill, providing for payments to the States from the General Treasury 
totaling approximately $5 billion. 

Furthermore, the Committee on Public Works, in suspending the 
Byrd amendment (sec. 209(9) of the Highway Revenue Act of 
1956) when it approved H.R. 5950, invaded the prerogatives of the 
Committee on Ways and Means. 
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The Byrd amendment deals primarily with the financing features 
of the highway program. In suspending the Byrd amendment, the 
Committee on Public Works certainly suggests, if it does not. require, 
some form of deficit financing to meet the present crisis. The Com- 
mittee on Ways and Means may desire to meet this problem by some 
method incompatible with the suspension of the Byrd amendment, 

Mr. Ixarp. Mr. Chairman, at this point in the proceedings I request 
unanimous consent that there appear in the record of the hearings the 
statement of the Honorable Price Daniel, Governor of the great State 
of Texas, on the subject presently before the committee. It is of 
course unnecessary for me to point out to members of this committee 
the qualifications of the gentleman whose statement I am presenting, 
because he is known personally, I am sure, to every member of this 
committee and to the majority of the Members of the Congress. Price 
Daniel was, as we all know, a distinguished Member of the U.S. Senate 
from the State of Texas prior to his occupation of the chair of Goy- 
ernor of the Lone Star State. 

Governor Daniel has been in close touch with the situation with 
which we here deal for quite some time and indeed he served as head 
of the informal committee organized by a number of State governors 
for the purpose of seeing to it that the interests of the States in the 
gasoline tax field are appropriately preserved and protected during 
the consideration of any Federal legislation relating to highway 
financing. I know of no one who is more qualified to speak on this 
subject than the Governor of my State, a former member of the 
ha Senate, and our good friend, the Honorable Price Daniel of 

exas. 


(The statement is as follows:) 


STATEMENT OF Gov. PRICE DANIEL OF TEXAS 


Because I am in the midst of a special session of the Texas Legislature, I 
find it impossible to appear before your committee for these important hearings 
on financing the Federal highway program, which I had hoped to attend. There- 
fore, I have requested Representative Frank Ikard of Texas to place this state 
ment before the committee. 

Earlier this year, 35 governors joined in opposition to the proposed increase of 
1% cents per gallon in the Federal tax on gasoline recommended by President 
Eisenhower. Many of these governors have written their congressional delega- 
tions on the subject. Gov. G. Mennen Williams of Michigan, Gov. William G. 
Stratton of Illinois, Gov. James T. Blair of Missouri, Gov. J. Hugo Aronson of 
Montana and I are serving as an informal committee to continue working to 
prevent further Federal encroachment upon this urgently needed source of State 
revenue. Briefly stated, we believe that the problem confronting you can and 
should be solved by placing more of the Federal highway user taxes in the high- 
way trust fund. 

As a Member of the U.S. Senate in 1956, I recall that the Highway Act of that 
year specifically dedicated a portion of the road-use taxes to finance the then 
projected 13-year program. Those revenues were estimated to be adequate to 
pay for the program, although between 1960 and 1968 the annual income from 
them would not meet the annual highway costs. That was why the bill provided 
that the general fund would lend the highway program the difference which 
would be repaid in later years of the program through the excess of these rev- 
enues over the estimated highway costs. Subsequent higher cost estimates of 
the Interstate System will mean the program will take more than 18 years, but 
that does not void the fact that over a long period the revenue and cost would 
balance out. 

The so-called Byrd amendment was added to the bill as an afterthought, pro- 
viding that highway outlays may not in any year exceed income from the taxes 
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earmarked for the trust fund. The 1958 act suspended the Byrd amendment 
until 1960. Further suspension of this amendment in future years would have 
the same effect as following the plan first envisioned in 1956 of letting the 
general fund advance the difference between outlays and dedicated revenues, 
such advances to be returned to the general fund through surpluses from the 
dedicated revenues in the later years of the program. As long as the Byrd 
amendment can be suspended, President Eisenhower has no reason to ask for 
more Federal gasoline tax to keep the highway program moving as projected. 

According to the statistics compiled by the National Highway Users’ Confer- 
ence, the Federal Government is now diverting more than $1.3 billion Federal 
highway user taxes to purposes other than highway construction and mainte 
nance. Congress can meet its obligations under the highway program by ending 
the current diversion of highway taxes and applying all of them to the Federal 
highway trust fund, thereby leaving additional motor vehicle taxes as a source 
of revenue for the States, which need more highway construction money to carry 
forward their own road programs and to match the Federal aid program. 

A good argument can be made that road-user taxes should not have to pay for 
all of the highway costs, because the National System of Interstate Highways is 
essential to our national security and general welfare and should not be saddled 
solely on highway users. At the minimum, however, the Federal Government 
should follow the generally accepted principle that people who use the highways 
should pay for them and road-use taxes levied to build highways should be used 
for that purpose and not to pay the general costs of government. 

For your information, I submit herewith copy of Senate Concurrent Resolution 
9 adopted by the Texas Legislature and signed by me on February 7, 1959. I am 
also attaching a breakdown on Federal highway user taxes and how they are 
spent, as compiled by the National Highway Users’ Conference. 
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SOURCES OF FEDERAL ROAD-USER TAXES AND PURPOSES,FOR WHICH SPENT 


For the year ending September 30, 1958, the Federal Government collected 
$3,477,837,000 in road-use taxes, using $2,082,340,000 for highways and $1,395,- 
497,000 for general government. Following is a breakdown as compiled by the 
National Highway Users’ Conference: 


Road-use taxes which do go to highway trust fund 


38 cents per gallon gasoline tax $1, 649, 226, 000 
3 cents per gallon tax on diesel fuel 46, 354, 000 
8 cents per pound tax on tires and 9 cents per pound on tubes__-_ 255, 388, 000 
$1.50 per 1,000 pounds use tax on trucks weighing over 
34, 085, 000 
97, 287, 000 


Total road use taxes going to trust fund 2, 082, 340, 000 


Road-use taves which do not go to highway trust fund 


10-percent excise tax on automobiles 

6 cents per gallon excise tax on lubricating oil 

8percent excise tax on auto parts and accessories 

Half of 10-percent excise tax on all new trucks and buses 97, 287, 000 


Total road-use taxes not going to trust fund 1, 395, 497, 000 


SENATE CONCURRENT RESOLUTION 9 


Whereas the President has recommended that Congress increase the Fed- 
eral tax on gasoline by 114 cents per gallon ; and 

Whereas the Federal Government is annually diverting more than $1%4 
billion of Federal highway user taxes into nonhighway channels; and 

Whereas it has been estimated that the addition of the 1% cents to the 
present 3-cent Federal tax on gasoline would result in Texans sending $137 
million more in highway user taxes per year to Washington than would be 
returned to the State for highway purposes under the present aid formula: 
Now, therefore, be it 
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Resolved by the Senate of the State of Texas (the House of Representatives 
concurring), That the Congress be respectfully requested to oppose further Fed- 
eral invasion of this gasoline tax which should be reserved for the use of the 
States, and that the use of such present highway user taxes be restricted to 
highway purposes only ; and, be it further 

Resolved, That a copy of this resolution be mailed to each Member of the 
Texas delegation in Congress. 

Ben RAMSEY, 
President of the Senate. 
WAGGONER Carr, 
Speaker of the House. 

I hereby certify that Senate Concurrent Resolution 9 was adopted by the 
senate on January 27, 1959. 

CHARLES SCHNABEL, 
Seeretary of the Senate. 

I hereby certify that Senate Concurrent Resolution 9 was adopted by the 
house on January 28, 1959. 

DororHy 
Chief Clerk of the House. 
Approved February 7, 1959. 


Price DANIEL, Governor. 
The Cuarrman. Our next witness is Mr. Kiley. 
Please identify yourself for the record, by giving us your name, ad- 
dress, and the capacity in which you appear. 


STATEMENT OF EDWARD V. KILEY, DIRECTOR, DEPARTMENT OF 
RESEARCH, AMERICAN TRUCKING ASSOCIATIONS, INC. 


Mr. Kiney. My name is Edward V. Kiley, and I am director of the 
Department of Research of the American Trucking Associations, Inc., 
with headquarters at 1424 16th Street, NW., Washington, D.C. The 
American Trucking Associations, Inc., is a federation that was estab- 
lished in 1933 as the national trade association of the trucking indus- 
try, representing all types of motor carriers of property, louis and 
private. We have affiliated associations in 48 States and the District 
of Columbia. In addition, we speak for 12 affiliated motor carrier 
conferences. 

We appreciate this opportunity to appear before your committee 
to present the trucking industry’s position on the problems faced in 
connection with the financing of the Federal highway program. It is 
the belief of the industry that the highway program, so essential to 
the national welfare and the general economy of our country, should 
be kept on schedule. We ors this can be accomplished without 
placing additional taxes on the Nation’s highway users at this time. 

The trucking industry was among the first to pledge its support of 
an expanded national highway program and currently is paying a sub- 
stantial portion of the special highway user taxes that are going into 
the trust fund from which the Federal highway expenditures are being 
made. 

At present virtually all of the moneys going into the highway trust 
fund are from special taxes on highway users. There are no ap- 

reciable fax revenues from any other source being used to pay the 
Federal Government’s portion of the highway program. We feel 
this fact is extremely important in the consideration of whether or 
not additional taxes should be placed on highway users at this time. 

In his message accompanying the Federal budget for 1959 the 
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President, in supporting his recommendation of an increase of 1144 
cents in the Federal gasoline tax to provide revenues for the highway 
trust fund, stated : 

The comprehensive highway program enacted in 1956 established the princi- 
ple that highway users, rather than the general taxpayers, should pay the 
cost of Federal-aid highways. 

We cannot agree with the President’s statement. The legislative 
history of the Federal-Aid Highway Act of 1956, and the act itself, 
do not support such a conclusion. In fact, the record clearly shows 
that although the Congress did not initially provide for highway 
trust fund revenues from sources other than highway user taxes, it 
did not contemplate that this would always be the case. 

The report of the Ways and Means Committee accompanying the 
Highway Revenue Act of 1956, had the following significant state- 
ment to make regarding the benefits of an expanded highway pro- 

ram other than those accruing directly to use of the improved 

It should also be recognized that substantial benefits from the proposed high- 
way program will accrue to the economy as a whole and that the proposed 
highway program has been advocated in part because it is essential to the 
country’s national defense. 

This thought was clearly outlined in section 210 of the Highway 
Revenue Act of 1956 which directed the Secretary of Commerce to 
develop for the Congress information on which it could determine 
what adjustments should ultimately be made in the financing provi- 
sions of the highway program. What Congress had in mind is 
stated in the following language of section 210: 

The purpose of this section (210) is to make available to the Congress in- 
formation on the basis of which it may determine what taxes should be im- 
posed by the United States, and in what amounts, in order to assure, insofar 
as practicable, an equitable distribution of the tax burden among the various 
classes of persons using the Federal-aid highways or otherwise deriving bene- 
fits from such highways. 


Section 210(b)3 further states that the Secretary of Commerce is— 


* * * to make a study and investigation of any direct and indirect benefits 
accruing to any class which derives benefits from actual use of such highways. 

The foregoing provisions of the act make it clear that Congress 
had not closed its mind to the possibility that a portion of the cost 
of the Federal highway program should be supported by funds 
other than those portly § from special taxes on highway users. The 
Secretary. of Commerce is scheduled to submit his final report on 
this important aspect of the highway financing program in January 
1961. When the Congress has this report it will be in a position to 
evaluate fully the overall equity of the highway financing program 
and to determine the extent to which beneficiaries other than highway 
users should share in the tax burden. 

An indication of the importance of nonhighway user benefits is con- 
tained in the third progress report of the highway cost allocation 
study of the Secretary of Commerce, House Document No. 91, 86th 
Congress. This progress report is called for under the provisions of 
section 210 of the Highway Revenue Act of 1956 and was submitted 
to the Congress in March of this year. The opening paragraph of 
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section ITT of the report, entitled “Benefits to Others Than Highway 
Users” begins with the following important statement: 

There exists a formidable array of direct and indirect benefits resulting from 
Federal-aid highway improvement, in addition to benefits resulting from the 
actual use of such highways. Recent studies of the economic impact of highway 
improvements shed considerable light on the identity of the nonvehicular bene- 


ficiary groups and on the magnitude and nature of the benefits accruing to these 
groups. 


It is further stated in the report, page 63: 

It is plain that the nonvehicular benefits revealed and measured in the eco- 
nomic impact studies are of great importance to the American economy. They 
form a large part of the justification for the Federal-aid highway improvement 
program upon which the Nation has embarked. 

The foregoing statements indicate the extent and importance of 
the nonuser benefits of the Federal highway program and although 
preliminary to the final report to be submitted to the Congress in 
January 1961, they argue strongly against increased taxes on the high- 
way users at this time. 

In addition there is the question of the enormous benefits of the 
highway program from the standpoint of national defense. The Con- 
gress recognized the national defense aspects of the highway program 
when in the Federal-Aid Highway Act of 1956 it redesignated the 
National System of Interstate Highways as the National System of 
Interstate and Defense Highways. There is no recognition of this in 
the current financing of the highway program. However, it is also 
mentioned in the third progress report of the Secretary of Commerce 
as an important factor and undoubtedly will be given more complete 
treatment in the final report. 

An additional factor in the highway tax picture which cannot be 
overlooked is the magnitude of the special taxes being paid by highway 
users which are going into the general fund of the Eceuceinent and 
not to the highway fund. It is estimated that during the financing 
period of the highway program the Nation’s motor-vehicle owners 
and operators will pay more than $20 billion in special taxes going to 
the Government’s general fund. This will be due to the fact that the 
tax on lubricating oil, the tax on motor-vehicle parts and accessories, 
the tax on new passenger automobiles, and one-half of the tax on new 
trucks, buses, and trailers are considered general fund taxes rather 
than highway user taxes. However, with the exception of the tax on 
lubricating oil, these taxes have no counterpart in levies on other forms 
of transportation for the general support of the Government. 

It is the opinion of the trucking industry that the highway pro- 
gram can be kept on schedule by reverting to the original plan care- 
fullly worked out by the action of this committee in the 84th Con- 
gress as outlined in House Report No. 1899. 

As set forth on page 17 of House Report No. 1899, the plan en- 
visioned a self-liquidating program with income from earmarked taxes 
in the trust fund being equal to anticipated expenditures over the life 
of the program. It was not expected that income for the trust fund 
would match expenditures in each year. The middle years of the 
program were to show an excess of expenditures over revenue with 
the reverse with the reverse being true in early years of the program 
and in the last 3 years. The balancing of income with outgo w? 
to be accomplished through a system of repayable advances from the 
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Government’s general fund. These loans were to be charged against 
the trust ml at the then current applicable interest rate of 214 
percent. 

The balancing of income with outgo over the life of the program, 
including interest charges for the repayable advances, was to be accom- 
lished with no revenue accruing to the trust fund other than special 
lighway user taxes, and despite the fact that the trust fund was 
charged with $1,958 million for highway authorizations contained 
inthe 1954 and prior acts. 

The trucking industry believes that this general method of financing, 
coupled with the recommendaitons for a study of the overall equity of 
the tax program, provided a sound basis for getting the highway pro- 
gram underway. However, this plan was nullified by the insertion 
of section 209(g) in the Highway Revenue Act of 1956 as finally 
adopted. Section 209(g), known as the Byrd amendment, requires 
the Secretary of Commerce to limit apportionment of interstate funds 
to the States to available revenue in the trust fund. It changed the 
original financing plan to a pay-as-you-go basis on a year-to-year 
schedule by preventing the use of repayable advances or loans from 
the general fund. Thus, the impending crisis in the financing of the 
highway program became inevitable. However, the crisis in financing 
was postponed by action of the 85th Congress in enacting the Federal- 
Aid Highway Act of 1958 which suspended application of section 
209(¢) for a period of 2 years. 

At the same time the groundwork was Jaid for an even larger deficit 
in the trust fund by the authorization of an additional $800 million in 
interstate funds and $400 million in emergency supplemental primary 
and secondary-road funds. This $400 million was described as an 
antirecession measure and required to be under contract by December 
1,1958. Although a special authorization classified as an emergency 
measure in view of the general economic outlook, it was charged against 
the trust fund with no offsetting transfer from the general fund. 

A return to the principal of the original highway financing plan 
requires further suspension of section 209(g) or its outright repeal. 
The highway trust fund must be in a position to augment its revenues 
through use of repayable advances or loans from the general fund as 
originally conceived. If this is deemed inadvisable by the Congress 
because of its effect on the Federal budget, then consideration should 
be given to the issuance of revenue bonds secured by future trust fund 
receipts. The issuance of revenue bonds although on a much smaller 
scale would be in line with the financing of an expanded highway pro- 
gram as outlined by the President’s Advisory Committee on a National 
Highway Program in 1955. 

Senate Joint Resolution 109 provides revenue bond financing for 
the highway program but does so with the control over the bond issue 
in the hands of the Treasury Department, thus avoiding uncontrolled 
competition of highway bonds with other Government bonds, such as 
would be the case if the highway bonds were handled through a sepa- 
rate Government corporation. That. was introduced by Senator Case. 

We think the highway trust fund will be in sound fiscal position 
and fully capable of discharging its liabilities either under a pro- 
gram of repayable advances or revenue bonds secured by trust fund 
receipts. This will be true even if highway costs increase materially 
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as has been estimated. First of all, the anticipated revenues comin 
from special highway user taxes have, in our opinion, been estimat 
on the conservative side. This is indicated by the fact that actual 
receipts from the earmarked taxes in fiscal 1958, a recession year, 
totaled $2,116 million or 6.5 percent more than the original estimate 
shown in table 3 of House Document No. 1899. There is every rea- 
son to conclude that the $38.5 billion originally estimated as trust 
fund receipts over the life of the program is considerably under the 
amount that will ultimately be realized from special highway user 
taxes alone. In addition, it is difficult to believe that the Congress, 
when it has before it the final report called for by section 210 of the 
Highway Revenue Act of 1956, will not deem it both necessary and 
justifiable to augment the highway trust fund with revenues other 
than highway user taxes. 

In summary, we feel the highway program can be kept on schedule 
without further increases in highwa user taxes at this time. This 
can be accomplished by a return to the original concept of balancing 
income and outgo in the highway trust fund through the use of re- 

ayable advances, loans, or issuance of revenue bonds secured by trust 

und receipts. Any of these methods need only be a short-term con- 
sideration, or at least until Congress has before it the final report 
of the Secretary of Commerce under section 210 of the Highway 
Revenue Act of 1956, together with a revised estimate of the needs of 
the Interstate System. 

Mr. Ixarp (presiding). Does that conclude your statement ? 

Mr. Kitey. That concludes.my statement. 

Mr. Ixarp. Are there any questions? 

Mr. Byrnes. I have just one question. 

What is your position with respect to the extent of allocations that 
should be made for highway construction during this interim period! 

Mr. Kirey. Well, as we understand it, there are two problems. 
One is the initial problem of about a half-billion dollars which they 
need in the appropriation bill in order that the Bureau of Public 
Roads can honor the outstanding contracts. 

The next problem is that they cannot apportion for the 1961-62 
period. However, the reason they cannot apportion it is because of 
the Byrd amendment. 

Mr. Tallamy stated in his testimony, and he also stated before the 
Commerce Department hearings on the Commerce Department ap- 
Oye bill, that he had authorizations for that year of $2%4 

illion, but he could not apportion because of the Byrd amendment. 

So suspension of the Byrd amendment would eliminate that 
problem. 

Mr. Byrnes. You would recommend, then, an apportionment of at 
least the $2.3 billion that is presently provided in the authorization! 

Mr. Kirery. It is $21% billion, sir. 

Mr. Byrnes. Well, there is a bill pending which raises it from $2.3 
billion to $2.5 billion. 

Mr. Kirry. Yes, sir. 

Mr. Byrnes. The basic law today says $2.3 billion. They had $2.5 
billion as part of the 1958 act. But as far as their allocations in 1960, 
as far as the law is concerned today, my understanding is that it is 
$2.3 billion, but the Public Works Committee has recommended that 
that be increased to $2.5 billion. 


1 
I 
’ 
a 
ti 
0 
n 
8 
rr 
k 
re 
at 
01 
bi 
th 
5 


HIGHWAY FINANCING PROGRAM 113 


My question relates to the fact of whether you feel that the program 
should be continued at least at the present rate of $2.3 billion alloca- 
tion, at least that amount in 1961, in spite of the financial difficulty 
and the speedup resulting from the 1958 act. 

Mr. Kiney. By suspension of the Byrd amendment, the Bureau of 
Public Roads will be in a position to apportion on the basis of the 
1956 authorization. 

Mr. Byrnes. There is no question but that the suspension of the 
Byrd amendment would let you do almost anything if you wanted to 
vo to the general fund. A suspension of the Byrd amendment means 
that you can go to the general fund and borrow any amount that you 
want. 

Mr. Kirey. Yes, sir; except the Byrd amendment in section 209(g) 
and section 209(d) provides that the trust fund will balance itself out 
over the life of the program. 

Mr. Byrnes. That is if you do not overallocate, and if you raise 
enough revenue so that in that period of time it balances out. 

Under the overall situation, with the increased costs that are in- 
volved here, we know that the trust fund is not going to be able to 
meet the expenditures within the time period set within the original 
authorization act. So the trust fund as it presently exists is not goin 
to take care of the costs of the program unless the program is 
out a number of years beyond 1972 or 1973. 

Mr. Kirey. Do you mean on the basis of the increased costs? 

Mr. Byrnes. Right. 

Mr. Katey. If you do not at the same time supplement with reve- 
nues other than user taxes. 

Mr. Byrnes. Well, you have to supplement it with some kind of 
taxes, 

Mr. Kiney. Yes, sir; that is correct. 

Mr. Byrnes. That is the point I am trying to get it. But you sug- 
gest that you continue to go at the present rate rather than recom- 
mend any cutback in order to absorb the billion and a half speedup 
which we experienced as a result of the 1958 highways? 

Mr. Kitey. That is correct; yes, sir. 

The Cuarrman. Mr. Curtis? 

Mr. Curtis. On page 6 you make a statement that there is every 
reason to conclude that the $38.5 billion originally estimated as trust- 
fund receipts over the life of the program, and so forth. I didn’t 
know we had estimated $38.5 origine lly. 

Mr. Kitey. The estimate of $38.5 billion is in the first progress 
report of the Bureau of Public Roads under section 210 study. 

{r. Curtis. Is that the estimate ? 

Mr. Kirey. They have a table for estimated receipts into the trust 
fund based purely on highway-user taxes dedicated to the trust fund. 
In the meantime, that has been increased and now it is estimated that 
at the present time the tax rates now prevailing, with no increase, will, 
over the life of the program, bring in about $40 billion. 

Mr. Curtis. Where is our deficit on these new cost estimates, then? 
What is this program supposed to be costing? They estimated $36 
my and the testimony is that the new estimates for 1958 are $36 
illion. 

Mr. Kitry. That is the first progress report from which I quoted 
the $38.5 billion of user receipts into the trust fund has an expenditure 
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balancing that and initial estimate of cost. In the meantime, they 
have increased their cost estimates but they have also increased the 
estimates of tax revenue over the same period of time. 

Mr. Curtis. Our original cost estimates were $25 billion. 

Mr. Kinry. Yes, sir. 

Mr. Curtis. And now they have been increased to $36 billion. 

Mr. Kirry. The $25 billion was the estimated cost of the Interstate 
System alone. But you will find that they have added to that the 
50-50 money for the ABC system, which, in the 1956 act, was author- 
ized for 3 years, but the Bureau has estimated that $900 million that 
Congress would continue to appropriate 

Mr. Curtis. You are including that ¢ 

Mr. Yes, sir. 

Mr. Curtis. That is to finance the Interstate System. 

Mr. Kitry. That is correct. And the trust fund receipts of $38.5 
billion would have covered not only the authorizations in the 1956 
act, but would have covered additional authorizations which the 
Bureau anticipated, I suppose, Congress would make in the ABC 
system during the life of the program. 

Mr. Curtis. I understand now. But as soon as you covered it, I 
oo. t realize you were covering the entire program, including the 

You are in accord with the administration on one thing, that you 
think the way to do is just to get more revenue and not to think in 
terms of possibly cutting this program back to the size, moneywise, 
we really anticipated ? 

Mr. Kiney. Tcdbae’t say that, sir. You see, one of the problems 
we are being faced with, as we see it, is that the highway trust fund, 
by being put on a pay-as-you-go basis, was not able to avail itself of 
repayable loans. 

Our position is that the trust fund should be allowed to borrow 
from the general fund. That money would be repaid out of future 
trust fund receipts. 

Mr. Curtis. I understand all of that. In fact, I agree with your 
position on it. I have always felt the Byrd amendment was not an 
economy at all. It was quite uneconomical. But I am refer- 
ring to something that is economy, and that is that in your 
original estimates of cost being $25 billion, and confining it now to 
the Interstate System, and now the estimated costs are $36 billion, 
so you are coming here, and others, apparently, along with the admin- 
istration, saying that because there is this discrepancy and imbalance 
of some $11 billion, therefore, let’s raise the revenue. 

I hope somebody comes before this committee with the suggestion 
of “Let’s look at the expenditure side. We thought we were getting 
something for $25 billion. Now we find out that these estimates are 
all haywire, and it is $36 billion.” 

I want to take a look again. We in the Ways and Means Commtt- 
tee, in our-advice that we gave to the House, thought we could take 
$25 billion out for this purpose, but we did not even consider taking 
$36 billion out. I want us to review that aspect, but I hope some 
citizen groups, too, will be interested in that aspect of the thing. | 

You are just in here arguing now as to who is going to pay for It, 
not whether we should go for the $25 billion program or the $36 
billion program. You accept that. 
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Mr. Krtey. No, sir; we feel that the Congress has to decide that, 
and the extent of the program. 

Mr. Curtis. We decide it with your advice. What is your advice? 

Mr. Kirey. We feel at the present time that the highway users, 
the payments they are making, are adequate to the trust fund. 

Mr. Curtis. I am not asking that question. I am asking a simple 

uestion. 

. The program now is $36 billion, when it was $25 billion. You are 
not asking us to see whether we can cut the program back to $25 
billion. You are simply arguing about who is going to pay for the 
additional $10 billion to $11 billion. Is that right? 

Mr. Kier. No, sir; that is not the position. 

Mr. Curtis. Well, are you willing to have us cut back and, if so, 
where would you advise us that we might get this program back into 
the size that we thought, dollarwise? 

Mr. Kitey. Do you mean to cut the program back to the available 
revenues in the trust fund? 

Mr. Curtis. Yes. If you are going to build a house that costs 
$25,000, and the architect brings in plans that are $36,000, what do 
you do—just go out and raise the money, or do you look and see 
whether you can get your plans down to $25,000? 

We put two guidelines on this program. One was miles and the 
other was dollars. Everybody seems to be talking about the miles, 
the ceiling on miles. This committee is concerned about the ceiling 
we put on on dollars. 

All the administration’s testimony, and yours, too, is continually 
talking about, “Well, we have the miles and it is going to cost us more, 
and, therefore, we have to raise more money.” 

I am asking you what about cutting the thing back to the dollar 
ceiling we originally imposed—$25 billion ? 

Mr. Kirry. We have a proposal, sir, that the highway users should 
pay additional taxes. 

Mr. Curtis. I understand that. But please answer my question, if 
you care to. 

Mr. Kirry. Yes, sir; I will. I am saying that at the present time 
you have a certain amount of money coming in over the life of the 
program. That amount of money was designated to perform a 
certain job. 

Mr. Curtis. That is correct. 

Mr. Kirey. If it is decided that no more money will be taken in, 
that that fund will not be augmented in any way, that the highway 
user tax level at the present rate will continue, then it would be a 
case of adjusting the program to what money is coming into the trust 
fund over the life of the period when no adjustments are made. 

Mr. Curtis. Don’t you think that might be worth some thought? 

Mr. Kitey. Certainly it is worth some thought; yes, sir. 

Mr. Curtis. And the Bureau of Public Roads came in, when they 
figured out they saved 1,500 miles, they immediately figured out 
where to put in some additional mileage, and they have 13,000 to pick 
from, so surely in the evaluation of 40,000 there are some routes that 
probably could be cut back so that we could stay within our revenues. 

ut no one is thinking in this term, or at least your testimony 
as not been in those terms, nor has the administration, in the terms 
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of how this program might be cut to our budget rather than the 
other way around, increasing our revenues to meet the expanded 
program and expanded costs. 

The trucking association, in your testimony, all you are doing js 
saying shift the burden of the cost a certain way, but not answering 
the question of whether we ought to be looking at the cutting back in 
the program. f 

Mr. Kitey. There is one approach, certainly, sir, but it seems to 
us that simple justice dictates that in this highway tax pitcure, rather 
than pay lip service, let us say, to the fact that there are other benefits 
clearly recognized, that this be recognized in the tax program. 

Even the Department of Commerce progress reports point out the 
monuser benefits and the fact that the highway program will ultimately 
be adjusted to reflect these benefits. But that is not there at the 
present time. 

Mr. Curtis. I might agree with you on that, but you are still talk- 
ing about revenue. I am trying to talk about expenditures. I will 
not dwell on it further. 

I will say this about the revenue aspect, and you may have heard 
the question I directed to administration witnesses, where I said I 
was trying, when we set this up, to apportion a certain amount to 
defense. It was fine to get the program through to talk about defense, 
and that is why they changed the title of it, just as your paper said, 
and the truckers and everybody else were willing to use defense as a 
method of getting the highway program through the Congress and 
selling it to the people of this country. 

But when I try to pin this down to defense, and if there were real 
defense in it we could legitimately direct general funds to it, the 
thing disappeared in thin air. Maybe this report of 1961 will actually 
show some real defense in this program, but I certainly did not get 
any help from the truckers or anybody else in trying to pin this thing 
down to what part of it was defense, if any. 

It all sounded so good. But now no one can tell me where the real 
defense is. No defense witness has come before us. 

Mr. Kirry. You see, sir, that is not our question to answer, That 
would come from the Defense Department. 

Mr. Curtis. No, but it is your prerogative to comment on it, and I 
think it was, and you commented on it, very properly so. So I am 
trying to find out where you get the comments and you answer now 
that it is not your prerogative to comment on it. I say it is your pre- 
rogative. 

Mr. Kirey. We think there are defense features, but we cannot de- 
lineate them. That is the point. 

Mr. Curtis. I appreciate your testimony. I wish your association 
would give some daomait as to how we can cut this thing back. Be- 
ma a the fiscal problems of this Federal Government are really 
rough. 

We are going to have to cut back in some areas, and maybe the 
highway program will be one of them. But in my opinion if we are 
going to hold this line against inflation, which will hurt everybody, we 

etter start thinking in terms of cutting programs back, not always 
in terms of getting additional revenue to meet the expanded ideas 
that we might have. 
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The Cuarrman. Mr. Byrnes will inquire, Mr. Kiley. 

Mr. Byrnes. I have one further question. 

Did the ATA take any position on the speedup provisions con- 
tained in the 1958 Highway Act? 

Mr. Kitey. No, sir; we did not. 

Mr. Byrnes. That is all, Mr. Chairman. 

The Cuatrmarn. Mr, Kiley, we thank you, sir, for coming to the 
committee and discussing with us the views of the American Truck- 

hank you, sir, very much. 

Our next witness is Mr. Russell E. Singer. 

Mr. Singer, will you identify yourself for the record by giving your 
full name, address, and the capacity in which you appear! 


STATEMENT OF RUSSELL E. SINGER, EXECUTIVE VICE PRESIDENT, 
AMERICAN AUTOMOBILE ASSOCIATION; ACCOMPANIED BY KER- 


MIT B. RYKKEN, HIGHWAY ENGINEER AND DIRECTOR OF THE 
HIGHWAY AND LEGISLATIVE DEPARTMENT, AMERICAN AUTO- 


MOBILE ASSOCIATION 


Mr. Srxcer. I am Russell E. Singer, executive vice president of the 
American Automobile Association with headquarters in Washington. 
Tam accompanied today by Mr. Kermit B. Rykken, who is our high- 
way engineer and director of our highway and legislative department. 

he Cuamman. You are recognized to present your statement. 

Mr. Srncer. Our association is a national federation of State 
associations and automobile clubs located in every State in the Union, 
with the exception of the new State of Alaska. 

The record of the American Automobile Association in support 
of an expanded highway program to meet the growing transportation 
needs of our country is well documented in the proceedings of hear- 
ings before various committees of Congress over a long period of 
time. For years we actively sought an expanded program for con- 
struction of a National System of Interstate Highways, and through 
policy declarations urged that the National System of Interstate and 

efense Highways, as defined in the Federal-Aid Highway Act of 
1956, be completed as expeditiously as possible. We appreciate the 
opportunity to make this presentation to the Ways and Means Com- 
mittee today. 

_The policy position of our association on the matters under con- 
sideration by your committee has been made known to the admin- 
istration, to every Member of Congress, and to the public. 

The policies involved may be briefly stated as follows: 

1. Congress should provide for apportionments to the National 
System of Interstate and Defense Highways for fiscal years 1961 
and 1962 as contemplated in the acts of 1956 and 1958. 

2. We are opposed to any increase in the Federal motor fuel tax. 

3. We are opposed to crediting to the highway trust fund, even 
temporarily, any revenue from excise taxes on passenger vehicles, 
their parts and accessories. 

4. To meet the deficit in the highway trust fund and to assure 
apportionments for the National System of Interstate and Defense 
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Highways for fiscal years 1961 and 1962 we favor, as an interim 
measure only, the issuance of short-term revenue bonds. 

In support of these policies, I present the following observations: 

The Federal-Aid Highway Act of 1956 contains a clear expression 
of intent on the part of Congress to continue the orderly development 
of the National System of Interstate and Defense Highways, both 
as to special financing and construction periods. Failure to provide 
for apportionments to the States for work on the Interstate System 
for the fiscal years 1961 and 1962, as contemplated in the act, would 
have serious consequences in many areas of our country and in im- 
portant segments of our economy. This is particularly significant in 
view of the current problems occasioned by the steel strike. As those 
charged with the responsibility of carrying out the program will 
testify, any interruption in the orderly development of the Inter- 
state System will result in an ultimate increase in the total cost of 
constructing the system. Public confidence in the Federal-aid high- 
way program would certainly be shaken. State highway departments 
would be severely hampered in necessary advance acquisition of 
rights-of-way and the development of complex highway plans. 

Records prove that highways built to Interstate System standards 
have a traflic fatality rate two to three times better than the national 
average. Engineers estimate that when the National System of Inter- 
state and Defense Highways is completed we can expect an annual 
reduction of loss of life totaling 3,500. 

Testimony of military authorities emphasizes the urgency of the 
earliest possible completion of the Interstate System. 

If I may interpolate at this point, Mr. Chairman, the testimony 
of a very competent witness was given before the Senate Roads Sub- 
committee on March 23, 1955, whose name is Gen. Paul F. Yount, who 
was then Chief of Transportation of the Department of the Army, 
and I should like to read into the record what General Yount has 
said as to the importance of the National System of Interstate Sys- 
tem Highways to the defense posture of our country : 

Moving large numbers of people from one area to another as a civil defense 
measure, dispersing our defense-essential industries, and increasing the length 
of our highway transport lines to feed them, and moving quickly large volumes 
of heavy military vehicles by highway from one area to another, are factors 
that were not considered when our principal streets and highways were estab- 
lished and the abutting property developed. In the future, we must con- 
sider these factors and build into a relatively small areal highway system, 
characteristics that will meet the needs of all three, or we will not be prepared 
to cope with an attack that is possible with modern weapons. In addition to 
the above, and more specifically, consideration has been given by Army, Navy, 
and Air Force installations, key industrial areas important to the national de- 
fense, principal transportation centers, routes considered to be of strategic im- 
portance in the defense of the Untied States, and efficient highway trans- 
portation. Based on these considerations and related matters, it has been 
determined by the Department of Defense that the National System of Inter- 
state Highways is the principal system of highways to serve the national 
defense. 

That is the end of the quotation by General Yount. ; 

The American Automobile Association reiterates its deep convic- 
tion that the financial problem involving the trust fund should be 
dealt with at this time on a strictly interim basis. The association 1s 
convinced that the necessary long-range reappraisal of the Federal 
highway program and its financing should await the studies, which 
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rim Congress directed should be made, bearing on the very fundamental 
question of tax equity as between the various categories of highway 
ns : users and other beneficiaries of improved highways. These studies 
ion will not be completed until 1961. 
ent The third progress report of the highway cost allocation study 
oth clearly indicates the large economic benefits accruing to nonhighway 
ide user beneficiaries such as industry, business, real estate, utilities and 
em the general economy of the country from the National System of In- 
uld terstate and Defense Highways. These findings support the ex- 
m- pressed intent of Congress to face up to the tax equities inherent in 
in this problem, as set forth in section 209(b) of the Highway Revenue 
Act of 1956. 
rill We sincerely hope that in 1961 the various committees of both 
er- Houses of Congress having any responsibility for Federal-aid high- 
of way legislation—perhaps in joint sessions—will have very thorough 
rh- hearings to go into all phases of the program—financing, the tax 
its schedules as between highway users and nonuser beneficiaries, con- 
of struction plans, ete. This is what the motoring public is entitled 
to under the policy declaration by Congress in the act of 1956. 
ds These equities can only be determined when Congress and all in- 
al terested parties are in possession of the facts. 
= Two proposals have been advanced which involve either a revision 
al in the existing schedule of taxes dedicated to the highway trust fund 
or the transfer of certain automotive excise taxes to the trust fund 
he which are not presently used for highway purposes. 
To change the tax schedule at this time would be an unfortunate 
Ly prejudgment of the results of the section 210 study. While the pro- 
b- posal advanced for an increase of 114 cents per gallon in the Federal 
10 motor fuel tax has been called a temporary increase, the long history 
y; of Federal automotive excise taxes clearly indicates that such tempo- 
us rary taxes have a way of becoming rather permanent. To assess the 
S- highway users of the country an additional $800 million to $1 billion 
annually through a tax increase could have the effect of denying to 
- the highway user the thorough appraisal of the equities involved to 
th which he is entitled. 
eS The proposal to transfer certain additional automotive excise taxes 
‘ to the trust fund is also a prejudgment of the results of the studies 
4 now going on. Here again, it seems all to evident that once such a 
n, transfer is made to the highway trust fund through statutory dedica- 
d tion, the possibility of equitable tax adjustment based on facts from 
. the 210 study is seriously jeopardized. Once these excise tax reve- 
4 nues are dedicated to the trust fund they are likely to be frozen there. 
1- This would have the effect of keeping the highway trust fund de- 
:- pendent solely on revenues from Federal automotive excise taxes, a a 
4 policy which we believe is neither just nor equitable. | 
1 Frankly, it is our hope that when your committee takes up the 7 


study for a broader and more equitable tax base to support the Gov- 
ernment, and particularly as regards various excise taxes on essential 
commodities, you will find it possible to give relief from some of the 
heavy automotive taxes. That is a further reason why we urge no 
increases or freezing of taxes to the highway trust fund. 

We have already urged that the Congress repeal section 111 of the 
Federal-Aid Highway Act of 1956 in the application of which large 
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Federal aid sums from the highway trust fund are being paid for 
relocation of utility facilities. 

We would also urge that Congress protect the highway trust fund 
by not charging to this fund costs for construction and maintenance 
of forest roads and trails and for national park roads, and by not 
withdrawing the proceeds of the tax on aviation gasoline from the 
trust fund—despite the fact that both proposals were made by the 
President in his last budget message. 

We further urge that the National System of Interstate and Defense 
Highways, not exceeding 41,000 miles be completed to adequate stand- 
ards without expansion beyond that mileage. 

Since current fiscal policies make it evident that it is not possible 
to use any general tax revenue for highway financing, it appears to 
us that the most feasible and practicable method thus far advanced 
for meeting the temporary shortage in the trust fund is that which 
provides for the issuance of short-term revenue bonds. Such a plan 
should be regarded oiiy as an interim measure, and only in amounts 
sufficient to cover apportionments for the fiscal years 1961 and 1962. 

I call your attention to Senate Joint Resolution 109, introduced by 
Senator Case, and now before the Senate Finance Committee, which 
would authorize the Secretary of Commerce to apportion to author- 
ized amounts of highway funds for 1961 and 1962, and the Secretary 
of the Treasury to issue limited interim highway trust fund revenue 
bonds. We believe this plan deserves the serious consideration of 
your committee, as the most aceptable expedient until the section 210 
studies can be evaluated and longer term policies worked out. 

In closing, Mr. Chairman, I should like to observe that the chair- 
man’s observations, addressed to the representatives of the administra- 
tion at this hearing as to the tax load that the administration is ex- 
pecting the passenger car owner to pay, are very pertinent to this 
Inquiry. 

The CuHatrman. Does that conclude your statement ? 

Mr. Srncer. Yes, sir. 

The Cuarmman. Are there any questions? 

Mr. Byrnes? 

Mr. Byrnes. Mr. Singer, your statement addresses itself basically 
to the temporary problem we face within the next couple of years? 

Mr. Srncer. That is right. 

Mr. Byrnes. You confined your statement to that ? 

Mr. Srncer. That is right. 

Mr. Byrnes. None of the statements you make apply to the solution 
of the long-range problem where we find an $11 billion deficit in the 
program originally contemplated ? 

Mr. Srncer. That is correct. 

Mr. Byrnes, I take it your position is that the solution of that aspect 
should be deferred until we have the 1961 reports from the Depatt- 
ment of Commerce ? 

Mr. Byrnes. What position did the AAA take with respect to the 
1958 Highway Act, and particularly to the provisions for a speedup! 

Mr. Stncer. We took no position. 

Mr. Byrnes. Is there any reason why you did not ? 

Mr. Srncrr. No. Congress, in its wisdom, felt that apparently 
through the speedup it would be a work relief measure. It is true 
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that no provision was made for paying for the speedup other than for 
the funds to come out of the highway trust fund and that is one of 
the primary reasons why we are facing the deficits now. 

Mr. Byrnes. It was certainly known by AAA that it would cause 
this situation, was it not? 

Mr. Stncer. It was not taken into consideration at that time as to 
the financing of the additional sums, because the commitments pretty 
generally were made that the Interstate System would be financed 
out of the highway trust fund. 

Mr. Byrnes. It is always easy to get speedups and get new appro- 
priations and new authorizations and everything else if no one is 
going to worry about where the money is coming from. 

Mr. Stncer. We did not ask for the speedups, either. 

Mr. Byrnes. I do not imagine it displeased you, though, did it? 
From the genera] tenor of your statement here I gather you believe 
that the matter should go along at all haste, this highway building 
«sites Congress did speed it up at least to the extent of a billion 
and a half. 

I must make some comments and ask questions about this bonding 
proposition. Are the details of your bonding proposition more or less 
those embodied in the resolution introduced in the other body by 
Senator Case ? 

Mr. Stncer. Mr. Byrnes, that is the most complete plan that has 
been worked out today for any bonding plan, for the financing of this 
program on an interim basis. It seems to me that, as I have said in 
my statement, it is worthy of very careful consideration. We are 
considering it ourselves. 

Mr. Byrnes. You are advocating a bond issue? Do you mean you 
do not have the details of it ? 

Mr. Srncer. That is right. I mean, we have gone on record as a 
matter of principle that if we cannot get general funds, as I have said 
in my statement. Basically, we feel very definitely, gentlemen, that 
general funds should be used in this highway trust fund, and if you 
will read the third progress report, which is a public document, you 
will see the areas that have been outlined so far by the Bureau of 
Public Roads in their study of the various beneficiaries to this high- 
way program other than the user. 

Mr. Byrnes. You are suggesting that we go out and issue another 
set of bonds rather than the general obligations of the Treasury to 
finance this deficiency, I take it? 

Mr. Stncer. Under Senator Case’s proposal, these would be short- 
term bonds as a charge against the highway trust fund. 

Mr. Byrnes. Against the user taxes, basically ? 

Mr. Stncer. That is right. And they would extend into the pe- 
riod when, in 1961, we should hope that in facing up to the equities 
that are inherent in this whole problem of financing, that there would 

‘help from other than the highway user taxes to service these bonds. 

Mr. Byrnes. In other words, you are suggesting that in addition to 
taking action in 1961, after we have the Commerce Department’s re- 
port, to finance the deficit that is foreseen, that we also take care of 
this past deficit. Is that what you are contemplating? 

Mr. Stncer. Yes. 

_Mr. Byrnes. Of course, these bonds certainly have to be obliga- 
tions of the United States. I notice Senator Case suggests they not 
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be guaranteed by the United States or constitute a debt or obligation 
of the United States. I would ask you how the Federal Government 
in this activity can issue bonds that are not U.S. Government obliga- 
tions. 

Mr. Srncer. I should hope, Mr. Byrnes, that that would be an 
inquiry that might be directed to the Bureau of the Budget experts 
tomorrow. I cannot qualify as a financial expert in that respect. 

Mr. Byrnes. Certainly, the Government is not going to let them 
go by default. 

Mr. Stncer. No. I should think in that respect, as a very practical 
matter, that even though many of the States, as you well know, issue 
revenue bonds against their highway fund, there is an obligation, 
morally, at least, for the State to make good on those bonds if there 
should be any default. 

Rhos areume, Have you any idea what the interest would be on those 
nds? 

Mr. Sincer. No; we have considered that, Mr. Byrnes, and I think 
it is impossible to come up with any figure. These bonds would be 
issued only as it is necessary to pay the bills as they come in. They 
would not be issued as $2 billion or $3 billion bond issues as such. 
They would be issued only as servicing the bills that come in, and 
therefore would be almost impossible to determine how many would 
be issued as of a certain date. 

Mr. Byrnes. There certainly will be interest paid, will there not? 

Mr. Srncer. There will be interest paid, and it would seem to me 
that that should be considered, the cost of that interest should be con- 
sidered in relation to the cost that is involved in any suspension of 
the program. 

Mr. Brynes. Of course, interest will not build you highways. 

Mr. Sincer. That is right. That gets into the whole concept of the 
pay-as-you-go principle. 

Mr. Byrnes. Yes; I was going to say that everything that applied, 
and all the objections that were raised to the Clay proposal and the 
original proposition that was presented to Congress in 1955 or 1954, 
would apply to this proposition, would it not ? 

Mr. Sincer. I could not quite agree with that. That was a long- 
range program. I think it extended over a period of 30 years. 

Mr. Rrxxen. They were 30-year bonds, the interest ultimately to 
reach about $11.5 billion. The interest in this situation would not be 
anywhere near that, and these would be relatively short-term bonds. 

{r. Byrnes. I notice that at least Senator Case anticipates the pos- 
sibility of an outstanding bond indebtedness in this area going up to 
$5 billion. 

Mr. RyKxeNn. In commenting on that, I might point out that that 
is necessary in order, under the provisions of the Byrd amendment, 
to insure the apportionments for 1961 and 1962, that you have to have 
the money in sight. That does not mean that they have to issue all 
of those bonds and I do not think they would. 

Mr. Byrnes. If you do not have to issue them, then you do not 
have to have the authority to issue them. 

Mr. Ryxxen. The Byrd amendment would require that if you do 
not suspend it, that you must have the authority to cover the author- 
izations for those 2 years if you make the apportionment. 
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Mr. Byrnes. So there would be a potential outstanding obligation 
at some time under bonds of $5 billion under the program. 

Mr. Rykxen. Unless your tax approach were changed in 1961 and 
such remaining authority were rescinded by Congress; yes. 

Mr. Byrnes. The interest on $5 billion, even for a short period of 
time today, amounts to some money. We have the interest problem 
in another field before the committee now, so we are a little acquainted 
with what the cost of interest is and the problem of marketing Gov- 
ernment bonds. 

Mr. Ryxxen. There is this element of reason in this proposal, that 
it is proposed that the bonds be retired by the trust fund which cur- 
rently is and would be dependent upon highway user revenues. 

Mr. Byrnes. Is it the position of the AAA that once this system 
is finished that we are all going to be able to sit back and relax 
as far as basic highway needs, that there will be no great changes 
inthe requirements of highway systems, and that we will have reached 
the ultimum in highway development—that we can just sit back and 
relax 

Mr. Stncer. That that is our position ? 

Mr. Byrnes. No, no, indeed; it is not our position. As a matter 
of fact, I think Mr. Tallamy, in answer to a question put to him by 
a member of the Senate Roads Committee, stated something to this 
effect: “When you get this system completed in 1972, if you do, will 
that solve all of our problems?” And he said, “Not at all.” 

And it would not seem to me that you would. It seems to me you 
will have a continuing, if not an expanding problem in this area. 

Mr. Srncer. That is right, but, by the same token, unless this is 
done you are going to compound the seriousness of the problem. 

Mr. Byrnes. We are talking now about financing and you are sug- 
gesting that we are going to have some money left over at the tail 
end of this program, and I cannot subscribe to that philosophy that 
you can issue bonds today that will be taken care of very easily in 
1972 because the demands for highway building are going to be re- 
duced at that time. 

Pri Stncer. We are talking about short-term bonds, probably 5-year 
nds. 

Mr. Byrnes. Where in this picture do you see a contraction that 
that is going to give you a surplus? 

; “f Srncer. This is going to be a charge against the highway trust 
und. 

Mr. Byrnes. What is going into the trust fund? You have to have 
some money there. You are in a deficit already. 

Mr. Stncer. That should be worked out, as we have said, when you 

get all the facts. We do not believe that you gentlemen at this hearing 
have the facts and can possibly get the facts for any long-range 
financing program. 
_ Mr. Byrnes. Mr. Chairman, on this particular matter of borrow- 
ing T would like to express myself at this point. We have a trust fund 
that is in a deficit position already, and it is suggested that one way 
to solve the problem is to go out and borrow money which is to be 
paid for out of a deficit fund. 

It just does not make good sense to me. TI wonder when we, the 
people, are going to get away from the idea that we can always have 


‘eh 
_ 
7 
a oil 
) 
j 
| 
3, 
| | 
i 
t 
Fis 
ot 


HIGHWAY FINANCING PROGRAM 


what we want today by just borrowing and letting somebody else pa 
for it in the future. No matter out of what fund it comes, it is stil 
going to be different people paying the bill. I think it just begs the 
question to suggest that this borrowing is different from other bor- 
rowings by the Federal Government. The idea of having our cake 
today and letting somebody worry about who is going to pay for it in 
the future is going to lead to our downfall. 1 am unalterably op- 
posed to it. 

That is all, Mr. Chairman. 

Mr. Curtis. Mr. Chairman ? 

The CHairman. Mr. Curtis? 

Mr. Curtis. It is your recommendation that with these short-term 
bonds, that the Byrd amendment be suspended. 

Mr. Srvcer. It need not be. We have never taken a policy posi- 
tion on the suspension of the Byrd amendment. 

Mr. Curris. The reason it would be as much as $5 billion would be 
because of the effect of the Byrd amendment. If the Byrd amend- 
ment were eliminated you would not need much more than a billion. 

Mr. Stncer. Even if you get the Byrd amendment, if you issued 
the bonds you would have the money in the trust fund to meet your 
apportionments, 

Mr. Curtis. I appreciate that, but the point I am getting at is you 
ag out that the reason that you have to have as much as $5 bil- 

ion in bonds is because of the Byrd amendment. Without the Byrd 
amendment you would only have a need for—I don’t know what it 
would be—for considerably less. 

Mr. Srncer. Without the Byrd amendment, I would assume that 


you would be able to borrow general funds for the trust fund to meet 
your apportionments on a repayable basis, and that money would 
have to be repaid under the original financing that this committee 
worked out. 

It would have to be repaid both as to principle and interest from 
general funds. 

Mr. Curtis. My own personal standpoint, and wren on the tem- 


porary basis of the bond approach, is at least to build back again, to 
try to reestablish the trust-fund principle, which I think the Byrd 
amendment damaged in the beginning, and this recent acceleration 
and the way it was taken further damaged it. 

What position does AAA take on the Byrd amendment ? 

Mr. Stncer. We have taken no policy position on it. 

Mr. Curtis. At no time? 

Mr. Srncer. No. 

Mr. Curtis. I was very pleased to see that you paid a little atten- 
tion to expenditures and have a few ideas of where we might cut. back 
on expenditures. I might state that I certainly agree that we have 
to preserve the integrity of this trust fund. 

ongressman Boggs pointed out that we had that subject on the 
floor several times. He was very instrumental in trying to hold it 
together. 

The other point is, I think it might save money when we get into 
talking about utility relocation equities. I do not know how the 
equities would balance, but at least you are talking in terms of cutting 
back expenditures. 


4 

| 

| 

; 

4 


HIGHWAY FINANCING PROGRAM 125 


Has the AAA any other ideas on cutting back expenditures? I 
take it from your paper that you are in a position that et want to 
have the 41,000 miles even though it does cost about $10 billion more 
than was originally estimated. 

Mr. Stncer. That goes back, Mr. Curtis, to what we have tried to 
emphasize here, that in 1961 when you get the analysis that the Con- 

ress has asked for, that is the time, in our judgment, for you to con- 

sider the many and varied questions that have been raised as to 
standards and as to the equities, as to the general fund, sums that 
should be put into the highway trust fund, the equities as to the taxes 
that should be paid by various categories of highway users. 

Mr. Curtis. 1 am not talking about who pays. I am talking about 
how much the program should be. In essence, I would take it what 
you are saying was that the Congress acted prematurely in even 
starting this program, because if we are going to have to wait until 
1961 in order to determine whether we can afford a $25 billion pro- 
gram or a $36 billion program, we need this information. 

I do not look at it that way. I look at it this way: As far as this 
committee is concerned, we should pass judgment on whether or not 
this economy could stand a $25 billion program over so many periods 
of years. We should be able to make a similar decision as to whether 
right now it can stand $36 billion, or whether what we should be 
trying to stand is $25 billion. 

Naturally, citizens and representatives of interested groups, in my 
judgment, should be ready to testify before us on that subject, too, 
not just the increased revenue. 

Mr. Stncer. Do you mean about cutting back the program? 

Mr. Curtis. Yes, indeed. 

Mr. Stncer. Well, gentlemen, as I understand the situation, Con- 
gress is going to have to act in this session on the whole question of 
apportionment. 

Mr. Curtis. On the temporary ? 

Mr. Srncer. On the temporary; that is right. Both to meet the 
deficits that have been established as between the 1958 act and the 
problem of the immediate problem that has been raised about the 
interpretation as between the suspension of the Byrd amendment 
for fiscal 1959-60 and, the lack of money appropriated in the Depart- 
ment of Commerce budget for 1960. 

Eg there is the question of apportionment that must be made 
m 1961. 

Mr. Curtis. There is also the question of cutting back specific 
programs. 

Mr. Srncrr. That raises a very important question of policy, gen- 
tlemen. I think you would have to change your concepts as to the 
Interstate System before you start cutting back, because the Con- 
gress said in effect to the administration, and the State highway de- 
partments and the administration, yon plan for a National System 
tha 2 ae and Defense Highways to meet the traffic needs of 

Mr. Curtis. That has been done. We had testimony that there 
were 13,000 more miles that the States apparently wanted than they 
were granted. So somebody has done a job already of evaluation to 
cut it to 40. 
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Mr. Srncer. I don’t understand the States were granted 13,000 
additionally. 

Mr. Curtis. I did not say they were granted ; they had that in mind 
according to the testimony of the Public Roads officials. That is why 
they said that when they found out they were able to cut back to 385 
on the miles, they just went and took that 1,500 miles and dug into 
this 13,000 that they had not included. That is a matter of evalua- 
tion. All I am saying is if you can do it one way, heaven knows you 
can do it the other way, too. You can go either forward of backward, 

Mr. Sincer. That is the reason why we urge that Congress hold 
the line at 41,000 miles that you have here. 

Mr. Curtis. I notice that you did. If our estimates are wrong, until 
we can get more justification, why not consider other aspects! Re- 
member, we started out with two lines to hold. One was miles and 
the other was dollars. We started holding the line on miles but we 
have not been holding on dollars. 

My question is, why canont we hold the line on both the $25 billion 
and whatever miles that means today / 

Mr. Stncer. If I may make one observation, and Mr. Rykken, our 
highway engineer, can elaborate further. I think Mr. Tallamy in his 
testimony brought out that the original estimate was based only on, 
I think he said a 6-week survey by the 48 States. It was very much of 
a curbstone estimate. I don’t understand that any ceiling was estab- 
lished as to the amount of money to be spent for the National System 
of Interstate Highways when the law was passed. 

Mr. Curtis. Yes, indeed. That is what this committee did when 
they set up the trust fund. Why else did we put in the figure! 
That is the only thing this 

Mr. Srncer. I don’t understand you put in any figure as to the 
total cost of the program. 

Mr. Curtis. Yes. We have to estimate the revenues. That is the 
whole reason for the trust fund. It was that we figured that they 
said it would cost approximately this amount of money. We on the 
Ways and Means Committee have to figure out the revenues. So there 
certainly was a dollar ceiling. That is the whole concept of the trust 
fund, to put a dollar ceiling on the whole program. Is there any dis- 
pute on that 

Mr. Ryxxen. I think the record, particularly as it is set forth m 
the act which you gentlemen passed yourself, is clear on that point. 
You specified, or it was specified, that in the act of 1956 in title 1, 
there was to be authorized for the Interstate System the Federal sum 
of about, let’s say in round figures $25 million. That was based upon 
what has been historically called a curbstone estimate of about 6 
weeks, made in 1954. I do not believe there was ever any feeling on 
the part of Congress that that was the final, ultimate, definite, ceiling 
estimate, because Congress provided that at periodic intervals during 
the life of the program there be reestimates made and restatements 
of costs to complete filed with Congress. This has been done. ‘The 
first such reestimate was made in 1958. This is the first actual 

ractically correct estimate which was made. The next one is due 
in 1961. The Ways and Means Committee wrote a tax bill, geared 
to what the then estimate for building the Interstate System was, 
and nowhere in the legislative history do I find any record of that be- 
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ing a ceiling. Not that it may not be logical, but that is not in the 
record. 

Mr. Curtis. What do you think the trust fund is, other than a ceil- 
ing? 

‘Mr. Ryxxen. The trust fund is what the revenues that go into 
it make it. 

Mr. Curtis. That is exactly right. 

Mr. Ryxxen. And what Congress sets the rates at that produces 
the trust fund. 

Mr. Curris. That is exactly right, and the amounts that we set. 
We argued and discussed and computed as best we could how much 
revenue that would bring in, and how much each year would bring, 
and where your balances would be. We were talking about dollars. 

That would be fantastic if we did it in any other fashion, even 
though, as you say, of course we will continually relook at the thing. 

I might say on curbstone opinions they can be just as inaccurate 
at one point or the other. Why is it that a curbstone opinion on ex- 
penditures should be interpreted to be low and not possibly high? I 
think we can go and look at it the other way, too, instead of the higher 
estimates. 

Mr. Ryxxen. I think that is true, with this possible exception, that 
the engineering features of an estimate require that you estimate along 
the line that you ultimately shall build on. That was not done in 
the 1954 estimate. It couldn’t be, because they did not know pre- 
cisely where they were going to build these roads. 

Mr. Curtis. I know it. Even now, I notice they had one from Erie, 
Pa., down to Pittsburgh, that they didn’t have before. So in the 
40,000 miles you have a lot of things that are in there like that. All 
[can say is that maybe with the fiscal situation of the U.S. Govern- 
ment being such, we just do not have the money to finance a $38-billion 
rogram, and we have to get back to a $25-billion program. It can 
xe done. Sure, we wouldn’t have all the things we would like to have, 
but I suspect we could probably get a pretty good highway program 
for $25 billion that would meet a great many needs. It would not 
be as good as the $35 billion one. Couldn’t we? 

Mr. Ryxxen. That is, of course, a decision, a policy decision, for 
Congress to make. I will say that you cannot build a 40,000-mile 
system or whatever the system presently is, along the lines specified 
and set up in the act of 1956 for $25 billion. 

Mr. Curtis. But you are coming and testifying before us, repre- 
senting a group of fine citizens—advising what you probably would 
like in this area. All I am saying is I would hope that you would 
think from the angle, too, of expenditures, and not just the angle of 
revenues. We may have to cut our costs back. 

I have one other question on this: I happen to think that the sug- 
gestion you make on the temporary are just about as good as any I 
can think of, plus eliminating the Byrd amendment, which in my 
judgment should be done. But what if we shift the 90-10 formula 
back to the 75-25 or 80-20. I think we would be able to finance the 
thing by the shift, and, furthermore, I think we would be adding 
real strength to the program by having a better administration. 
Those who actually spend the money would be putting up 20 percent 
or 25, if we had the U5 2. That would get us out of the woods on 
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the long-range thing. I am wondering if you have any comments, 
They used to have it 50-50, and it worked very well. We still have 
it in the ABC program. 

Mr. Srncer. The 90-10, Mr. Curtis, as you well know, was adopted 
as a policy of the Federal Government in order to accelerate the 
program, and, of course, it placed a much larger burden of responsi- 

ility on the Federal Government, the highway building in the coun- 
try, not only financially but in other ways. Of course, if this pro- 
gram is going to be completed within the time limit that was set up, 
the shifting from 90-10 to 80-20, 60-40, whatever it might be, then 
it merely is a shifting of the financial responsibility to the States, 

Mr. Curtis. It may be more than that, I am suggesting. It may 
be the very good policing mechanism that we have found valuable in 
other matching funds. . our work in social security, we find that 
people who spend the money must have a pretty good chunk of their 
own money in there. Otherwise, the expenditures can get quite loose, 
In my own judgment, I think our error lies in this 90-10. I think 
granted we have the problem of the States to raise the 20. I appre- 
ciate your remarks on acceleration. That is true. But Lord knows 
we will have a better program in 1972 if we don’t face situations such 
as we have right now, a temporary thing, where we are even talking 
about the Federal Government not even going ahead for 9 months. It 
certainly would be a lot better to stretch it out than to come back with 
that again. I predict if we continue with 90-10, that is what we will 
end up with in another 5 years from now, even after the 1961 report. 
I just throw that out for your comment. 

I have one final comment. I appreciated your references and in- 
formation on the defense aspect. I wish some of that had been made 
available to me a couple of years ago. If I could have run it down, I 
would have used it. But it is a fact that when we have the chips 
down, and I ask a question as to who from Defense will come in and 
say that this program is vital and necessary to the extent that we 
might apportion money from the general revenue, which we then 
could have done, all of this talk about how it was necessary to defense 
just went out the window. 

Maybe this study of 1961 will really establish and pin down this 
point. I personally think it does have a defense aspect, but I was not 
given the information to establish that. 

Mr. Srxcer. Mr. Chairman, if I might supplement one sentence 
in addition to what General Yount gave in the testimony which I 
quoted, I would like to say that he underscored the importance of 
completing the Interstate System in approximately 10 years. That 
testimony was given in 1955. 

(The following letter was received by the committee :) 

AMERICAN AUTOMOBILE ASSOCIATION, 
Washington, D.C., July 28, 1959. 
Hon. D. MILs, 
House of Representatives, 
Washington, D.C. 

Dear Mr. Mitts: During the hearings before the House Ways and Means 
Committee yesterday, I was impressed with the interest of many of the members 
in two very important aspects of the Federal-aid highway problem. 


(1) The relationship of military and civilian defense to the building of the 
National System of Interstate and Defense Highways. Here is the testimony 
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of one of the leading military authorities on this subject, Gen. Paul F. Yount, 
Chief of Transportation of the Department of the Army (now retired). I quote: 

“Moving large numbers of people from one area to another as a civil defense 
measure, dispersing our defense-essential industries, and increasing the length 
of our highway transport lines to feed them, and moving quickly large volumes 
of heavy military vehicles by highway from one area to another are factors that 
were not considered when our principal streets and highways were established 
and the abutting property developed. 

“In the future we must consider these factors and build into a relatively small 
arterial highway system characteristics that will meet the needs of all three, 
or we will not be prepared to cope with an attack that is possible with modern 
weapons. 

“In addition to the above, and more specifically, consideration has been given 
to Army, Navy, and Air Force installations: key industrial areas important to 
the national defense; principal transportation centers, routes considered to be of 
strategic importance in the defense of the United States; and efficient highway 
transportation. Based on these considerations and related matters, it has been 
determined by the Department of Defense that the National System of Inter- 
state Highways is the principal system of highways to serve the national 
defense.” 

Throughout his testimony there appears a sense of urgency and in the course 
of the hearing he underscored the importance of completing the Interstate Sys- 
tem in approximately 10 years. 

During hearings before the Roads Subcommittee of the Senate Public Works 
Committee in the spring of 1958, then-Secretary of Commerce Weeks was ques- 
tioned as to the factors used in determining highway sections which would be 
incorporated in the National System of Interstate and Defense Highways. This 
is his reply, and I quote: 

“Well, we have these criteria: System integration, national defense, popula- 
tion, and economic factors. They are weighted 30, 30, 20, and 20. * * *” 

(2) The benefits accruing to nonhighway users from construction of the 
National System of Interstate and Defense Highways. 

As a part of section 210 of the Highway Revenue Act of 1956, the Secretary 
of Commerce is directed to make a thorough study of the benefits which accrue 
to the various categories of highway users, as well as those benefits which ac- 
crue to nonhighway users. In the development of that final report he is re 
quired to make periodic progress reports. The third progress report of this 
highway cost allocation study (H. Doc. No. 91) was filed with the Congress on 
March 2, 1959, and referred to the Committee on Ways and Means. I direct 
your particular attention to section III, beginning on page 34, which discusses in 
some detail the subject of benefits to others than highway users. Listed below 
are the principal categories of activities and interests other than direct highway 
users which are discussed : 

(1) Agriculture and farm life. 
(2) Industrial development. 
(3) Trade and commerce. 

(4) Residence. 

(5) Land values. 

(6) Labor supply. 

(7) Recreation. 

(8). Public utilities. 

(9) Outdoor advertising. 
(10) Natural resources. 
(11) The construction industry. 

Throughout the reports’ comments on these above categories there is a very 
Strong indication of substantial benefits from the completion of a modern Sys- 
tem of Interstate and Defense Highways. 

We submit that even though this study is not complete and the final report 
will not be submitted to Congress until January 1961 there is ample evidence 
to support our claims that nonhighway user beneficiaries should be required to 
pay their fair share of the cost of Federal-aid highway construction and not have 
the entire burden carried by the direct highway user. 

Sincerely yours. 


RUSSELL FE. SINGER, 


Peecutive Vice President. 
44357—59——-10 
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The CuHarrman. Thank you, Mr. Singer, for bringing to the com. 
mittee the views of the American Automobile Association. 

We appreciate your statement. 

The next witness is Arthur K. Spatz. 

Come forward, Mr. Spatz. You may proceed. 


STATEMENT OF ARTHUR K. SPATZ, SECRETARY-TREASURER, 
ARKANSAS BAKERS ASSOCIATION, AND VICE CHAIRMAN OF THE 
ARKANSAS HIGHWAY USERS CONFERENCE 


Mr. Sparz. Mr. Chairman and members of the committee, my name 
is Arthur K. Spatz. Iam secretary-treasurer of the Arkansas Bakers 
Association and vice chairman of the Arkansas Highway Users Con- 
ference. The bakers association is a member of the Highway Users 
Conference, which represents over 30 organizations in Arkansas who 
depend on the highways in whole or in part for transportation of 
their goods in trade. 

We appreciate very much the opportunity to appear before your 
committee to make clear our position of opposing any further in- 
crease in the Federal gasoline tax and to suggest or support other 

ossible solutions to the financial dilemma the Bureau of Public 
oads find itself in after only a short time of spearheading a very 
ambitions and costly roadbuilding program of only 41,000 miles 
within the borders of these 48 continental States. 

At this time we would like to pay our respects to your chairman, 
the Honorable Mr. Wilbur Mills, who represents the Second Con- 
gressional District of Arkansas, composed of 13 counties. His dis- 
trict as well as the entire State is proud of him and his record in 
Congress, and the highway users requested me to bring this greeting 
and salutation. 

There are 6 congressional districts in Arkansas, composing 75 
counties. The interstate or super highway of 525 miles transverses 
some 20 of these counties and Mr. Mills’ district has only 35 miles 
of this road, which is the least mileage of any congressional dis- 
trict in the State. The Arkansas Highway Department first esti- 
mated the road could be built for around $300 million and then raised 
its final estimate to $401,267,000. Another estimate is to be made 
next year, which probably will raise this figure by several million 
dollars. 

The first and most important reason the highway users in Ar- 
kansas are objecting to increasing the Federal gasoline tax is be- 
cause the several States have developed, over the years, this source 
of revenue to build their own roads. The Federal tax on gasoline 
was first enacted by Congress as a temporary emergency measure to 
supplement its general revenue. If Congress continues to raise this 
class of tax, which should be reserved for the States exclusively, it 
will become more difficult, as the years pass, for the States to de- 
pend on this tax for building roads. Therefore, they will be forced 
to ask Congress to reduce their contributions formula for all road- 
building systems. 

We hear a lot these days about inflation, cost of living, skyrocketing 
prices, and so on. Another increase in gasoline tax is a positive 
way of spinning the wheel a little faster. 


. 

am 
2 
| 

ae 


ae! 


HIGHWAY FINANCING PROGRAM 131 


We seriously doubt if taxes can ever be raised high enough to meet 
the demands of public spending. Certainly the manufacturers of 
gasoli ¢ can do nothing but pass this increase on to the wholesaler; 
he in turn to the retailer and on down to the ultimate consumer. 
There is only one person who cannot pass it on and that is the overtaxed 
individual motorist. 

In the baking business we will pass it on by increasing the cost of 
a loaf of bread. The trucker will increase freight charges. The 
taxicabs will increase their fares. The cost of all food will go up 
again just for the sake of pretending to operate one Government 
project on a pay-as-you-go basis. 

When the gasoline tax was first imposed, along with other high 
excise taxes, the taxpayers were led to believe that the whole gov- 
ermmental financial structure would perish unless the budget was 
balanced by these increased taxes. This was over a quarter of a 
century ago and since then it is doubtful if the problem of balancing 
the budget has concerned as many serious-thinking people as it should. 

We are saying all this to lead up to supporting some of the pro- 
posals eae advanced to alleviate the temporary financial dilemma 
the Government finds itself in today in its gigantic roadbuilding 
program, without imposing additional taxes at this time. 

First and foremost we support the proposal to use Federal tax 
moneys from the Federal general fund and not from additional high- 
way-user taxes to build the Federal defense highway. The advocates 
of this superhighway program very emphatically impressed on Mem- 
bers of Congress that it was to be a national defense and safety pro- 
gram. It has been conservatively estimated that when the system 
was completed it would save the lives of at least 4,000 people per year; 
it would be used to evacuate city people to the country in time of an 
emergency and would be so constructed that airplanes could land and 
take off on it. 

The National Safety Council estimates the economic loss of a human 
being in an automobile wreck to be $150,000. Multiply this amount 
by 4,000 and it means an economic saving to the country of $600 million 
per year. Plain economic reasoning supports the need for using 
defense money and speeding up the program rather than retarding 
it with more burdensome taxation. 

Federal gasoline tax in reality is only another general excise tax 
and like all other Federal taxes is not related to Federal highway aid. 
Tax money spent by the Federal Government in States, regardless of 
what it is spent for, should be for the good of everyone. Building 
roads is no exception. Good roads benefit everyone—the landowners, 
speeulator, real-estate man, laborer, contractor, machinery people, 
building-materials man, insurance, newspapers, bondsmen, steel, con- 
crete, i cities, towns and country, and, in fact, everything and 
everybody including the tax collector and Government worker. 


So nothing the Government does here at home is more important, 
even to its building of dams, defense spending, and its extensive wel- 
fare and foreign aid program. 

Secondly, we join the proposal of the American Automobile As- 
sociation in its suggestion of using short-term revenue bonds for a 
limited period to provide additional quick money. It is our under- 
standing the Federal Government frequently offers bonds to the pub- 
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lic for financing its operation and in this instance no finer cause 
could be found for resorting to this proposal. 

Wesee nothing gained by advocating an extension of existing finane- 
ing and construction periods for the present Federal highway pro- 
gram because we believe the program is off to a good start and that 
the shaky financial problem is only temporary. We have seen in- 
stances in Arkansas of the highway department being required to 
spend large amounts of money on expensive right-o-ways which js 
being charged to construction costs. Actually, the roadbuilding con- 
tractors in our State are bidding far below highway estimates. The 
excuse that higher contractor bids are responsible for the dilemma is a 
misnomer. 

As our exploding population buys and drives more automobiles, the 
increased yield from the present excise tax on the sale of ever-increas- 
ing quantities of gasoline will contribute in substantial proportion 
to the financing of the Federal highway program. Increasing the 
rate of taxation would simply place another unfair burden on an 
already overtaxed segment of the American public. 

The Federal Government already recognizes the expediency of 
financing certain of its basic functions on a deficit basis. We believe 
that the Federal highway program, for the reasons I have discussed, 
is a basic function, too. For these reasons, the Arkansas Highway 
Users Conference urges this committee to recommend no increased 
taxation at this time. 

Thank you gentlemen. 

The CHarrMan. Our next witness is our colleague from South Caro- 


lina, the Honorable W. J. Bryan Dorn. 


STATEMENT OF HON. W. J. BRYAN DORN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF SOUTH CAROLINA 


Mr. Dorn. Thank you, Mr. Chairman. 

It is my privilege to present one of the most outstanding constitu- 
ents in the district it is my honor to represent. He is president of the 
South Carolina Highway Users Conference, representing 20 great 
organizations in my State. 

Mr. Murray Sadler lives in Abbeville County, that gave to the 
country John C. Calhoun. 

I might say, Mr. Chairman and gentlemen of the committee, that he 
isa Sam Rayburn-Wilbur Mills Democrat. 

The CHatrMan. Mr. Sadler, we are pleased to have you here. You 
could not say enough nice things about Mr. Dorn and the very fine 
representation he gives the State of South Carolina and the Nation 
here in the Congress. You are fortunate to have him here. 

You are recognized, sir, to proceed with your statement. 


STATEMENT OF MURRAY A. SADLER, CHAIRMAN, SOUTH CAROLINA 
HIGHWAY USERS CONFERENCE 


Mr. Sapier. Mr. Chairman and Members of the Ways and Means 
Committee, my name is Murray Sadler. I am from Donalds, 8.C., 
and am here as chairman of the South Carolina Highway Users Con- 
ference. In appearing before this committee today, I am represent- 
ing the following highway user groups: 
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Association General Contractors. 
Atlantic Greyhound Corp. 
Carolina Motor Club. 
Carolina Ready-Mixed Concrete Association. 

Columbia Outdoor Advertising, Inc. 

Esso Standard Oil Co., ‘Truck Division. 

Motor Transportation Association of South Carolina. 

Palmetto State Oil Marketers’ Association. 

Portland Cement Association. 

South Carolina Association County Road Officials. 

South Carolina Automobile Dealers Association. 

South Carolina Bakers Council. 

South Carolina Dairy Association. 

South Carolina Farm Bureau. 

South Carolina Oil Jobbers Association. 

South Carolina Rural Letter Carriers. 

South Carolina State Chamber of Commerce. 

South Carolina State Grange. 

South Carolina State Motor Club. 

Textle Manufacturers Association. 

Every one of these South Carolina organizations is unalterably 
opposed to any further increases, in any amount and for any purpose 
whatever, in the Federal gasoline tax or other Federal taxes levied 
on highway users. 

Just 3 years ago, in 1956, the Congress raised the Federal gasoline 
tax to 3 cents a gallon and authorized the start of this great new 
Federal highway program. That increase was justified to the motor- 
ing public on the premise that it would help finance the program on 
a pay-as-you-go basis, without any need for further taxation. 

To insure the integrity of the plan, the highway trust fund was 
established and certain Federal automotive taxes, including the new 
3-cent-a-gallon tax, were earmarked to go into the fund. 

That was yesterday. Today, the highway program is no longer 
on a pay-as-you-go basis, and motorists are threatened with another 
gasoline tax increase, whose justification this time is that not enough 
money is available to pay for the eam. 

I am sure that others today have pointed out, or will point out, 
the heavy highway tax burden already borne by motorists all across 
the country. In South Carolina, our motorists are now paying over 
$150 a year per vehicle in special automotive taxes. More to the 
point, the Federal gasoline and other automotive taxes alone are now 
taking more than $40 million a year out of our State. 

Our motorists have never objected to paying their own way and 
have always been willing to bear a special highway tax load for the 
roads they need and use. No highway-minded person or organization 
could feel otherwise, but how much can they take ? 

Forty million dollars a year is a staggering special Federal tax 
load for vehicle operators. Moreover, they are not getting a square 
deal on the money they already pay. We have not yet heard it denied 
that current Federal revenue from these taxes far exceeds the cost 
of the road program. 

The South Carolina Highway Users Conference and its member 
organizations strongly urge that all of this automotive tax money 
be dedicated. as it should rightly be, to roads. 

We are of the unequivocal opinion that our motorists not only pay 
more than enough for the roads necessary to their well-being, but 
that any added taxes on motor fuels would be utterly unjustified. 
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I would like also to make one final point. We are totally unim- 
pressed by suggestions that this tax might be increased on a “tem- 
porary basis.” Twenty-seven years of experience with the Federal 
gasoline tax have demonstrated to us that there is nothing “temporary” 
about it. 

In our view, no case whatsoever has been made for any type of 
gasoline tax increase. 

The Cuarrman. Mr. Sadler, we thank you, sir, for coming before 
the committee. 

Mr. Sapter. Mr. Mills and members of the committee, thank you 
for your kindness in allowing me to appear here. I thank God that 
I Jive in a country where a man can speak his opinion and speak his 
mind and be heard. 

Thank you, sir. 

The CuatrmMan. You came to the proper committee to do it. We 
always welcome a fellow speaking his mind before this committee, 
and we appreciate your being here. 

Mr. Sapter. Thank you. 

The Cuarrman. Thank you very much. 

Mr. Ixarp. Mr. Chairman, I have received communications from 
Mr. Leslie R. Neal of San Antonio, Tex., a wholesale distributor, with 
respect to the matter before the committee and also with respect to 
the manner in which certain of these proposals will affect wholesale 
distributors of petroleum products. I request unanimous consent that 
these communications be placed in the record so that they will be 
available for all members of the committee. 

(The matter referred to is as follows :) 


San Antonio, Tex., July 28, 1959. 
Hon. Frank IKArD, 


House of Representatives, 
Washington, D.C. 


Dear Str: Attached is a confirmation of my July 23 telegram to you which 
is self-explanatory. There have been presented some 10 bills designed to change 
the level at which the Federal gasoline tax is‘imposed from the time of sale 
by the supplier to the time of sale by the jobber. It would be appreciated if 
you would support the bill which you feel is the most appropriate to accomplish 
this change. 

Being a wholesale distributor (jobber) of Conoco petroleum products, we 
collect on an average of $40,000 of State gasoline tax and $24,000 of Federal 
gasoline tax per month. In Texas we pay this tax before the 25th of the fol- 
lowing month after collection direct to the State comptroller. We should be 
allowed to remit the 3 cents per gallon Federal tax on a similar basis. 

You can see from the above figures that when we pay the Federal tax at the 
time we purchase our product, we have a considerable amount of our money 
tied up before we collect it from our customers, some of whom are sold on a 
30-day credit basis. 

Would also appreciate your giving this important matter your support be- 
cause you will be helping the small distributors throughout the country without 
causing any loss to the Federal Government. The jobbers are not requesting 
something special for their group, only to be treated the same as the large inte 
grated oil companies. 

It would be appreciated if you would have the telegram as well as this letter 
included in the record of the hearings before your committee. 

Very truly yours, 
LESLIE R. NEAL. 
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San Antonio, Tex., July 23, 1959. 
Hon. FRANK IKARD, 
House of Representatives, 
Washington, D.C.: 

I share the deep concern with oil jobbers all over the country regarding our 
Federal highway program. The gasoline and diesel fuel consuming public were 
led to believe by the enactment of the Federal Aid Highway Act of 1956 that the 
tax was to be used solely for this highway program. Now because of many di- 
versions of these funds the program will apparently be stopped or new finances 
will have to be provided. Understand hearings are now being held before the 
House Ways and Means Committee of which you are a member to provide the 
necessary financing of deficits in the program. It is hoped that you will not 
only oppose any increase whatsoever in the Federal gasoline tax but that you 
will attempt to have the funds which have been diverted replaced from some 
other source, Would appreciate having your views on this important matter. 

LESLIE R. NEAL. 


The CuatrmMan. Our next witness is Mr. Wilcox. A 
Will you please identify yourself for the record by giving your full 
name, address, and the capacity in which you appear ¢ 


STATEMENT OF IRA F. WILCOX, CHAIRMAN, CONNECTICUT 
HIGHWAY USERS CONFERENCE 


Mr. Wircox. Mr. Chairman and members of the honorable House 
Ways and Means Committee: My name is Ira F. Wilcox, of Merrow, 
Conn. I am a former Master of the Connecticut State Grange and 
am now the chairman of the Connecticut Highway Users Conference. 
The conference is made up of the following organizations in Connecti- 
cut : 


Automobile Club of Hartford. 

Automobile Legal Association. 

Connecticut Association Street & Highway Officials. 
Connecticut Automotive Trades Association. 
Connecticut Conference Farm Organization. 
Connecticut Chamber of Commerce, 

Connecticut Farm Bureau Federation. 
Connecticut Manufacturers Carbonated Beverages. 
Connecticut Milk Producers Association. 
Connecticut Motel Association. 

Connecticut Motor Club. 

Connecticut Petroleum Association. 

Connecticut Petroleum Council. 

Connecticut Petroleum Carriers Association. 
Connecticut Road Builders Association. 
Connecticut Rural Letter Carriers Association. 
Connecticut State Grange. 

Eastern Greyhound Lines. 

Fruehauf Trailers Co. 

Greater Hartford Flood Control Commission. 
Hartford Chamber of Commerce. 

Highway Safety Commission. 

Peter H. Mortensen, Inc. 

Motor Transport Association of Connecticut, Inc. 
New Haven Trap Rock Co. 

Connecticut Motor Stage Association. 


My statement in opposition to any increase in the Federal gasoline 
tax is very brief. I will not take the valuable time of the committee 
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to recite many figures that could, in the opinion of the Connecticut 
Highway Users Conference, substantiate our claim that this proposed 
tax would impose a tremendous burden on the Connecticut highway 
user. 

Connecticut motorists now pay what amounts to a 41 percent sales 
tax on a gallon of gasoline—6 cents State tax and 3 cents Federal tax. 
Every time we purchase 10 gallons of gasoline we pay 90 cents in 
taxes. 

In Connecticut, highway users have just experienced another severe 
blow—the diversion of $21.5 million from the State highway fund to 
the general fund for nonhighway purposes. Thus, it can be seen that 
Connecticut highway users are now being called upon by the State 
yovernment to finance not only the highway program on the State 
loved, but also to pay $21.5 million of their license and registration fees 
into the general fund. I need not inform the members of your honor- 
able committee of the unfairness of such a move. 

In addition, the Federal Government diverts 42 cents out of every 
dollar collected in automotive excise taxes to the general fund. 

It is our firm belief that at a time when the highway users of the 
Nation are paying 42 cents out of every dollar collected in automotive 
excise taxes into the general fund, and when the Connecticut highway 
user is paying and will pay more than his fair share into the general 
fund of the State of Connecticut, that an increase in the Federal gaso- 
line tax is unwarranted and unfair. 

For years the Connecticut Highway Users Conference has strongly 
recommended that highway user taxes be earmarked for highway de- 
velopment. The Hayden-Cartwright Act apparently agreed with 
our stand. We stand on that position today and sincerely urge you to 
reject any proposal to increase the Federal tax on gasoline. 

We respectfully submit that an increase in the Federal gasoline tax 
would place a tax on this necessary commodity four times greater than 
the tax on luxuries—jewelry and furs. This, in the opinion of the Con- 
necticut Highway Users Conference, is most inequitable. 

Thank you. 

The Cuatrman. Mr. Wilcox, we thank you, sir, for bringing to the 
committee the views of the Connecticut Highway Users Conference. 
We appreciate your coming to the committee. 

Mr. Wixcox. Thank you. 

The Cuarrman. Are there any questions? 

If not, that concludes the call of the calendar today. Without ob- 
jection, the committee adjourns until 10 o’clock in the morning. 

(Whereupon, at 5:40 p.m. the committee adjourned, to reconvene 
at 10 a.m., Thursday, July 23, 1959.) 
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THURSDAY, JULY 23, 1959 


House or REPRESENTATIVES, 
ComMITTEE ON Ways AND MEANS, 
Washington, D.C. 

The committee met, pursuant to adjournment, at 10 a.m. in the 
committee hearing room, New House Office Building, Hon. Wilbur 
D. Mills (chairman) presiding. 

The CuarrMan. The committee will please be in order. 

Our first witness this morning is our colleague from South Caro- 
lina, Hon. John L. 

We appreciate your being with us, Mr. McMillan, on this subject 
matter. You are recognized. 


STATEMENT OF REPRESENTATIVE JOHN L. McMILLAN, OF SOUTH 
CAROLINA 


Mr. McMuzan. Mr. Chairman and members of the committee: I 
certainly appreciate the opportunity you have given me to say a few 
words this morning with reference to the bills you have under con- 
sideration at this time. I will not take but a few moments of your 
time, because I know how busy you are, and how many more bills you 
have following this. . 

I will not take more than 5 minutes of the time you have allotted 
me. I will confine myself to one single point in my statement, since 
I know you have a number of witnesses who will bring out other 
points on this proposed legislation. 

That point is the dangerous encroachment of Federal taxation into 
an area which is by history and by commonsense the province of the 
individual States. 

For roughly four decades, the State gasoline tax has been the 
chief source of funds to build and maintain the roads our people 
need. Federal intrusion into this field goes back to 1932, when the 
Congress enacted a temporary 1-cent gasoline tax to help fight the 

‘or various announced purposes, the Federal levy has tripled to 3 
cents a gallon, and it is now proposed to increase it again. 

While I can think of nothing more important to our economy than 
good roads, I can think of nothing more destructive to it than to pile 
tax upon tax on the people who use those roads to the point at which 
the users rebel. 
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There is a clear danger that if the Federal Government forces its 
way further into the gasoline tax field the States will be preempted 
from this legitimate source of tax revenue—historically their right. 

South Carolina now collects a gasoline tax of 7 cents a gallon from 
its motorists. The Federal Government collects its 3 cents, To state 
the matter simply: If the Federal tax is permitted to rise to the level 
of the State levy—and that is the direction in which we seem to be 
drifting—the combined tax will be sufficient to drive many of our 
people from our highways. The effect on both Federal and State 
revenues would be disastrous. 

We people in South Carolina are proud of our roads and I think the 
record in the U.S. Bureau of Public Roads will reveal that our roads 
rank second to none in the United States. The State of South Carolina 
during the past 25 or 30 years has set aside in a separate fund all taxes 
collected on gasoline and other types of motor fuel—also, license fees— 
for the specific purpose of building roads in our State. The taxes 
collected on gasoline and other items in connection with motor fuel 
do not go into the regular State treasury and cannot be used for any 
purpose other than building and repairing our roads. 

While I have heard much said about the evils of duplicate and over- 
lapping taxation, I have seldom seen a clearer case than this. 

The path to sound highway financing can hardly be seizure by the 
Federal Government of the tax source upon which the States have 
historically relied for better roads. 

This principle itself is fundamental. When added to the fact that 
present Federal excise on gasoline, vehicles, tires, and lubricants— 
paid by the road user—come to more than the Federal share of the 
road program, the conclusion is inescapable. 

I personally find it impossible to justify increasing the Federal 
gasoline tax as much as a fraction of a mill at this time. 

My sincere hope is that your great committee and the Congress will 
be able to divert some other funds from the Treasury to take care of 
the present emergencies in carrying out the roadbuilding program as 
the present Federal excise taxes on automobiles, in addition to the 
gasoline tax and tax on other automobile accessories, including auto- 
mobile tires, will collect sufficient funds to pay for this program in 
due time. 

I hope that your committee will try to find some other means of 
recommending to the President and to the Congress the way for paying 
this bill without increasing the gasoline tax. 

The Cuatrman. Mr. McMillan, we thank you, sir, for coming to 
the committee and giving us your thinking on this matter. We appre- 
ciate it very much. 

Are there any questions? 

Mr. Mason. 

Mr. Mason. Mr. McMillan, the Federal Government today is col- 
lecting a billion and a half from highway users not earmarked for the 
road program that is going into the General Treasury to be used for 
general purposes. That billion and a half collected from highway 
users should go toward this road program, and it would more than 
take care of it. 
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Mr. McMiuuuan. I certainly agree with you, Mr. Mason, that the 
Federal Government should first earmark every penny collected from 
the motorist before additional gas taxes. 

The Cuarrman. Mr. Harrison will inquire. 

Mr. Harrison. I understand the people in your district are prin- 
cipally small farmers; is that right, Mr. McMillan? 

Mr. McMiuxan. That is correct, and they do the greater part of 
their driving on farm-to-market roads. 

Mr. Harrison. Do you think your small farmers would like to have 
their gasoline tax increased, realizing that 42 percent of this money 
is to build throughways through cities that cost $4 million a mile ? 

Mr. McMitxan. I doubt seriously if but very few of the farmers 
in my district or State would ever use those superhighways. 

Mr. Harrison. Thank you. 

The CuHarrMan. Thank you very much. 

Our next witness is our colleague from Georgia, the Honorable 
James C. Davis. 

We appreciate having you before the committee. You are recog- 
nized, sir. 


STATEMENT OF REPRESENTATIVE JAMES C. DAVIS, OF GEORGIA 


Mr. Davis. Thank you, Mr. Chairman. I appreciate the oppor- 
tunity to appear before this great committee on this important 
legislation. 

As you gentlemen well know, the problem of keeping construction 
moving on the Interstate Highway System is of great concern to 
Congress and to the people. In creating the Interstate System and the 
Highway Trust Fund in 1956, Congress and the people were told that 
this system of roads could be constructed in 16 years for a cost of $27 
billion, or a little more. 

Congress, acting in good faith, levied additional taxes on the motor- 
ists and earmarked the amount of these taxes it was told was sufficient 
for the program. The additional taxes paid by the motorist were 
directed to the general fund. Within the short time of 2 years, be- 
fore serious construction was even underway, we were told that the 
estimate had risen from $27 billion to some $40 billion. 

This indicates that either there is waste and extravagance due to 
the knowledge that regardless of cost, the road program must be 
completed in a certain short period of time, or those responsible for 
planning and estimating were incapabie or were reckless. 

Now we are told that the trust fund is insufficient and that addi- 
tional taxes are needed to keep the program going. Congress placed 
the burden of paying for these roads on the motorist. In adopting 
that philosophy, Congress has, in my opinion, obligated itself to use 
the motorists’ taxes for these roads. 

Since creation of this program, we have extracted from the motorist 
a billion and a half dollars more than has gone into the fund. This 
billion and a half dollars is more than even the new estimates say is 
sufficient to do the job. 

I realize that there are those who oppose taking money from our 
general fund for building roads. However, it was only a few days 
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ago that our Government announced it had made an agreement with 
the Burmese Government to give Burma money to construct a modern 
highway from Rangoon into central Burma and to pay for other 
construction projects. 

For 6 years, Burma had refused to take foreign aid funds from us, 
but the State Department has talked them into coming back into line 
with the 70-odd other governments to whom we are dispensing Ameri- 
can taxpayers’ money. 

The proposed highway construction in Burma is only one of many 
similar instances of highway construction in foreign lands with U.S. 
money, which are being paid for with money from the general fund. 

Why is it that with our foreign aid and defense funds, which comes 
from the general fund, we are constructing roads in foreign lands, 
yet we are told no portion of the general fund should be used for 
construction of roads for ourselves? If it is wrong to use general 
funds, and if the motorist must pay the full cost, it would seem to 
me that it is wrong to divert any of these motorists’ taxes into the 
general fund. 

I would also like to mention the fact that the State governments 
must have some sources of revenue, and for years gasoline taxes have 
been one of the major sources of State revenue. I am most reluctant 
to go any further than we have already gone in taking this source 
of revenue away from the States and giving it to the Federal Gov- 
ernment. 

TI am also most reluctant to increase the already high taxes now 
being paid by the motorists. I think a fair solution to the problem 
would be (1) transfer sufficient of these diverted funds from the gen- 
eral fund to make up the deficit; (2) gear the program to fit the in- 
come and plan future construction according to money available, 
rather than continue to say the program must be completed within 
a short period regardless of cost. 

If these motorists’ taxes are placed in the highway trust fund, then 
more than sufficient funds will be available, and rather than consid- 
eration of further burdening our people with additional taxes, Con- 
gress might well be in a position of reducing some of these taxes, a 
fact I am sure would be welcomed by the American people. 

I would also like to call attention to the fact that the threatened 
emergency could be greatly alleviated by suspending for 2 years the 
provisions of the Byrd amendment to the 1956 act, which restricts 
the apportionment of funds. This Byrd amendment has already been 
suspended once, and I feel that it is better to suspend it for 2 more 
years than to increase these taxes. 

I would like to record my opposition to any increase in taxes 
whatsoever. 

Thank you. 

The CHarrman. We thank you, Mr. Davis, for bringing to the 
committee your views on this matter. 

Are there any questions? 

Mr. Mason. Just one word, Mr. Chairman. Amen. 

Mr. Davis. Thank you, sir. 

The Cuarrman. Our next witness is our colleague from Tennessee, 
the Honorable Ross Bass. 

Mr. Bass, we appreciate having you before the committee sir, and 
you are recognized. 
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STATEMENT OF REPRESENTATIVE ROSS BASS, OF TENNESSEE 


Mr. Bass. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, I greatly appre- 
ciate the privilege of being able to appear before this distinguished 
committee and give my views relating to the proposed increase in 
the tax on gasoline and related motor fuels. 

Mr. Chairman, at the outset, I would like to make it crystal clear 
that I oppose an increase in the tax on gasoline at the present time. 
However, I want it well known that I am vitally interested in pro- 
viding adequate funds to insure the continuation of the present con- 
struction of the new Interstate Highway System and, at the same time, 
continue Federal aid on ABC roads. 

During the hearings, 3 years ago, when Congress passed the High- 
way Act of 1956, we were given to understand, by the administration, 
that these new and increased taxes would pay the cost of the program. 
Now, in just 3 short years, we are asked, by the administration, again 
to increase the gasoline tax 50 percent, or else the highway program 
will come to a standstill, even though the highway users will continue 
to pay into the trust fund more than $2 billion each year. 

At the beginning of this program, the Congress was given to under- 
stand that it would take 13 years to construct the proposed highway 
system and that it would be necessary to pay taxes for a period of 16 
years in order to pay for the total cost of this program. Apparently, 
the program was not as well planned as we were given to wieitend: 
and, as a result, we are now asked to increase gasoline taxes again. 

The people of my district are opposed to the 114-cent gasoline tax 
increase, and they are opposed to any gasoline tax increase, even a 
temporary one. We have just concluded the fiscal year in Tennessee, 
and the motorists of my State have paid over $80 million in State 
motor fuel taxes and over $31 million in Federal gasoline taxes. A 
114-cent increase would add $15 million to the $112 million dollar mo- 
tor fuel tax bill, and even a one-half cent increase would add $5 
million. The gasoline taxes in my State are more than 50 percent 
of the retail selling price; or, in other words, the same as a 50-percent 
sales tax. We only tax luxuries 10 percent; and, certainly, gasoline is 
not a luxury as it is used today. 

I feel Mr. Chairman, in opposing the increase in gasoline taxes, 
but at the same time realizing the necessity for providing the neces- 
sary funds for the program, that some alternate plan should be de- 
vised. Therefore, I would like to recommend to this great committee 
that consideration be given to the issuance of revenue bonds in the 
amount of $4 billion to replenish the highway trust fund and allow 
construction to go on as originally planned. These revenue bonds 
would be paid by the highway-user taxes that we passed in 1956; and 
I feel that over the period of the planned tax, which was 16 years, 
that the cost of the program will be amortized and the revenue bonds 
can be retired during later years and in periods of reduced construc- 
tion by these same taxes. ; 

However, Mr. Chairman, if the 16-year period will not pay for the 
cost of the highway program, then, instead of sam eR the present 
taxes even over a temporary period, I would suggest to the committee 
that the 16 years be extended to such time that the present tax rate 
can pay for the cost of construction; because, even in the beginning, 
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the program was not planned as a pay-as-you-go measure, for it was 
contemplated from the beginning that there would be a deficit in the 
trust fund in the years of peak construction. 

_I certainly do not feel that the issuance of revenue bonds for the 
highway program would be deficit spending. How can it be called 
deficit spending when the road system will be in existence many years 
after the last revenue bond has been paid? It is only deficit financing 
when bonds are issued to take care of constantly recurring expenses, 
These revenue bonds might well be compared to a business loan to take 
care of stock and trade during periods of high inventory or seasonal 
rush business. 

Mr. Chairman and members of the committee, in closing I would 
like to say, on behalf of the motorists and highway users of my dis- 
trict and my State, that I strongly urge the committee to oppose any 
increase in the gasoline tax; and, instead, endorse the idea of revenue 
bonds to be paid by existing Federal highway-users tax. 

Mr. Chairman, I appreciate the privilege of appearing before your 
great committee. 

The Cuatrman. Mr. Bass, let me ask you just one question. If I 
tried to sell you a bond that you knew was predicated on repayment 
from a fund that did not have enough money in it to pay it, would you 
buy the bond? 

Mr. Bass. No, sir, Mr. Chairman. But I feel quite sure that the 
present rate of taxing will pay the bonds necessary to build the high- 
way program in a period of 22 years. Ihave, Mr. Chairman, a chart 
which proves that very thing. 

The Cuatrman. Your point is that you would extend the period be- 

ong 1972 for the collection of these taxes? 

Mr. Bass. That was my recommendation, Mr. Chairman. 

The Cuatrman. Can you assure us that when we construct this 
40,000 miles, Congress will not be asked to construct any more inter- 
state highway systems immediately thereafter ? 

Mr. Bass. Mr. Chairman, I am of the opinion that the highway 
program, the construction program, that is now in progress will be a 
ee one and will continue long after the 13-year period has 
ended. 

The Cuatrman. What are we going to do when we get into the 
second 40,000 miles? That is, with the bonds still due on the first 
40,000 miles? 

Mr. Bass. Actually, Mr. Chairman, I don’t believe the 40,000 miles 
will be constructed in 13 years. I don’t believe that will happen. 

The Crarmrman. I don’t believe it will either, frankly, but I think 
it should be constructed by 1975, if we can do it. 

Mr. Bass. I think certainly at the time the present program is 
finished construction, we would be in a better position to look for 
new money at that time than we would to impose additional taxes at 
this time for the already-planned program. 

The Cuarmman. I just want to call your attention to the fact, and 
you are a very good friend of mine, that we have outstanding right 
now a lot of Government bonds that we are going to be looking for 
ways of paying off apparently in another generation. I just won- 
dered if we wanted to add to the present burden of that generation. 

Mr. Bass. I wouldn’t want to add to any burdens. I appreciate 
the chairman calling me his friend. I had quite a few generous and 
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gracious remarks to make about the chairman and the members of 
the committee, but I was afraid it would come out of my 5 minutes, 
and I wouldn’t have the time to do it. But I feel quite sure, Mr. 
Chairman, that the bonds will be very salable. 

The Cuarrman. We would always be lenient with our friend and 
not call time on him. 

I am interested in this idea of the bond issue. I asked you the 
questions to get your reaction. 

Thank you. 

Mr. Utt will inquire. 

Mr. Urr. Mr. Bass, you made reference two or three times to the 
poor planning of the program. My suggestion would be that the 
program was fairly well planned, but that the Congress in frantic 
panic last year voted an acceleration of the program which caused us 
to be in our present situation. I think Congress must assume part 
of the responsibility for the position we are in and not only the high- 
way commissioners. 

Mr. Bass. I think the Congress has to assume almost total re- 
sponsibility for the planning of it, because that was our program. 
But I would like for the record to show that I did not say it was 
poorly spre The statement I made was that it was not as well 
planned as we were given to understand. ‘That does not mean that it 
was poorly planned. I think it was well planned. But the financing 
was not as well planned as I was given to understand at the time that 
I voted for the highway program. 

But I do not mean to indicate that it was poorly planned. I think 
it was well planned. But not as well planned in the financing of it 
as we have seen it should have been at that time. 

Mr. Urr. Don’t you think that if we had not accelerated the pro- 
gram, that probably we would not be in the financial difficulty we are 
in today ? 

Mr. Bass. That is true. That is the reason that I recommend the 
issuance of these bonds to be paid out of the user taxes to take up the 
increase in the stepped-up program, the increased costs, the immedi- 
ate costs or temporary costs. 

Mr. Urr. That is all, Mr. Chairman. 

The Cuarrman. Are there any further questions ? 

Mr. Harrison. That was not one of the inflationary bills that was 
vetoed by the President, however. 

Mr. Bass. I did not understand the gentleman. 

Mr. Harrison. I believe that bill was signed by the President. 

Mr. Bass. Yes. That was not one of the inflationary bills, you are 
correct, that was vetoed. 

The Cuarrman. Thank you, Mr. Bass. 

Mr. Bass. Thank you, Mr. Chairman. 

The Cuarmman. Our next witness is our colleague from Florida. 
the Honorable Robert Sikes. 


STATEMENT OF REPRESENTATIVE ROBERT L. F. SIKES, OF FLORIDA 


Mr. Srxes. Mr. Chairman, I feel that there should not be an in- 
crease in Federal taxes on gasoline at this time, and that if necessary 
the road program should be modified or slowed in order that we not 
find it essential to increase taxes. 
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With the permission of the chairman and the committee, I will file 
my statement. 

The Cuarrman. Without objection, your statement will be received 
in the record. 

(Mr. Sikes’ statement follows :) 


STATEMENT BY CONGRESSMAN RoserT L. F. Sikes, DEMOCRAT, OF FLORIDA 


Mr. Chairman, I am opposed to any increase in the Federal gasoline tax at 
this time and I would like to cite to you some of my reasons for this opposition, 

As you know, gasoline is already bearing a tax burden far out of line with 
that imposed on other automotive products or any other comparable product 
in the whole Nation. In Florida, the gasoline tax rate is now 7 cents per 
gallon, exclusive of local taxes. Adding the present 3-cent Federal tax brings 
the combined State-Federal levy to 10 cents a gallon. With regular gasoline 
selling at about 31 cents per gallon in my State, you can readily see this amounts 
to a retail sales tax of approximately 47.5 percent on this vital commodity, 
If even another %-cent tax should be imposed at the Federal level, then the 
combined tax rate would be one-half of the retail price, or 50 percent. 

It is doubtful that gasoline taxes can be pushed very much higher before 
they substantially affect consumption and tend to curtail the use of automo- 
biles, thus decreasing tax revenue. The highway use of gasoline showed a 
strong growth trend for several years after the end of World War II. Since 
1955, however, the trend has slackened considerably and for 1958 consumption 
was only slightly more than in 1957. Perhaps even more important is the 
apparent downtrend in recent years in the number of miles traveled per 
vehicle, The sales of small economy and foreign cars has greatly increased in 
the United States in recent years and the Big Three automobile manufacturers 
have recognized the situation by announcing plans to produce their own economy 
models in the fall of this year. Economy cars and small cars accounted for 
8 percent of all automobile sales in the United States in 1958, and the percent- 
ages are expected to be higher in 1959. There is no doubt that one of the 
reasons people are buying these cars is because of the high tax on gasoline 
which makes it high priced. Use of this type car not only cuts into the con- 
sumption of gasoline and reduces tax revenue from gasoline, but it also reduces 
the revenue from the sale of automobile tags and plates, a prime source of 
the State road revenue. For example, sales of motor vehicle license tags ac- 
counted for $44 million of State income in Florida in the last fiscal year ending 
June 30, 1958. 

One and a half million dollars of the Federal automotive taxes collected in 
the fiscal year 1958 were diverted away from highway uses and went into the 
general fund of the U.S. Treasury. This included revenue from the 10-percent 
Federal excise tax on automobiles and the 8-percent tax on parts and acces- 
sories, plus one-half of the 10-percent tax on trucks and buses. If this diversion 
were stopped, then the highway trust fund would have enough money year by 
year to finance the Federal Interstate System on a pay-as-you-go basis. The 
Nation’s highway users are charged with the entire responsibility for financing 
this program, and thus it seems only logical and proper that all proceeds from 
the special Federal automotive taxes they pay be taken into account and de- 
posited in the trust fund. As a matter of fact, Federal highway law itself 
contains a provision to penalize States which divert their own highway user 
tax revenue to nonhighway purposes. This provision states “it is unfair and 
unjust to tax motor vehicle transportation unless the proceeds of such taxation 
are applied to the construction, improvement, or maintenance of highways.” 

The present program about which we are now concerned was enacted in 1956 
on the claim that it was essential to national defense, civil defense, and the 
well-being of the economy as a whole. General benefits to the whole country 
were stressed. Yet the whole burden of paying for the program was placed 
on one class: of citizens: motor vehicle owners and users. If the highway 
program is essential to national defense, then it would be proper to argue that 
the Department of Defense make some provision in its budget for paying a 
part of the cost of this program. Also, recent surveys show that the Interstate 
System tends to strengthen areas through which it passes and raises property 
values and the general economy of the area. This being true, it appears there 
are beneficiaries other than the highway users. Also, many people in rural 


= 
: 
pro 
in t 
reve 
Fed 
gas 
of t 
ina 
aa 
] 
the 
] 
pr 
my 
rea 
del 
pet 
for 
Im 
abl 
wa 
the 
ml 
i : 
‘ 
ig 
SUC 


HIGHWAY FINANCING PROGRAM 145 


greas Who may never or seldom use the interstate facilities are contributing 
heavily to their construction already through the 1956 increases in Federal 
gasoline and automotive taxes. 

The financing of the Federal Interstate Highway program over the life of the 
program could be handled adequately if all highway user taxes paid to the Fed- 
eral Government were used for this purpose, or if the time schedule for the pro- 
gram could be extended for a longer period. Either course would be less infla- 
tionary and fairer to the public than a proposed tax rise. There is no magic 
in the present schedule and it could easily be altered so as to meet the realistic 
situation Which we have. Such a vast and extensive program will probably 
enefit from careful consideration anyhow. Mistakes have already been made 
which were very costly and further mistakes could be avoided if more care and 
time were used. We could also act to prevent undue speculation in right-of-way 
land. 

Finally, I feel strongly that the gasoline tax should be a primary source of 
revenue for the State, as it has been traditionally. Any further increase at the 
Federal level will jeopardize States like Florida which already have a high 
gasoline tax rate and which depend on this one tax alone for about 23 percent 
of the total State revenue. Although there has been talk of a temporary increase 
in the Federal tax rate, experience has shown us that there is rarely, if ever, 
inany Such thing as a temporary Federal tax. 

I urge you to reject any proposal which would raise the Federal gasoline tax 
and look elsewhere for a solution to the financing problems of the Federal Inter- 
state System. 


The CuHarrmMan. We appreciate your being here. 

Mr. Sixes. Thank you. 

The CuamrMan. Our next witness is our colleague from Wyoming, 
the Honorable Keith Thomson. 


STATEMENT OF REPRESENTATIVE KEITH THOMSON, OF WYOMING 


Mr. Tuomson. Mr. Chairman and members of the committee, I ap- 


preciate this opportunity to appear before you and present some of 
my views with respect to the highway program and its financing that 
Ihope may be of some help to you. I am mindful that if a proposal 
raches the floor, as a Member, opportunity would be afforded me in 
debate. Because of my respect for this committee, though, I would 
prefer to make my views known to you so that they may be weighed 
for what they are worth in your deliberations. 

_I believe that almost all Members of Congress agree, as do I, in the 
importance of continuing the interstate highway program at a suit- 
ible level, and will support that which is required to assure such 
acontinuation. The tough job confronting the committee, as is al- 
ways the case, is “Where are you going to get the money?” I believe 
that the scope of your investigation should properly go beyond that, 
todetermine just what is a suitable level for the program. 

There are several ways in which the problem now confronting us 
night be solved. Some of the most apparent are: 

1. We could cut back the program. 

2. We could increase taxes, as has been suggested by some. 

3. We could resort to deficit spending. 

4. We could cut spending in other areas, permitting the program 
‘0 go forward at a suitable level without resorting to either deficit 
spending or increased taxes. 

Undoubtedly there are others which might be suggested, but to me, 
do not seem to be worthy of special consideration. 

The deficiency in the highway trust fund is not a problem that 
suddenly confronts us, even though it is just now coming to a real 
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showdown. In 1958, when the temporary acceleration of the program 
was passed, the thinking person knew that this was going to push us 
into deficiency. It is unfortunate, in my estimation, that those who 
pushed the depression panic button for what were, in large measure, 
political purposes, a year ago prevailed. Some of us who voted 
against such actions might well take the position that we did not 
contribute to this situation, so we can with good conscience vote 
against it and say that any effect as far as continuing of the highway 
program is not fault of ours. In this I cannot agree. The fact is 
that the action was taken by a majority vote of the Congress. That 
is water over the dam. 

For the same reasons that I have voted to increase the debt ceiling, 
I ers to take responsible action as far as this problem is con- 
cerned. I believe in the necessity of the basic highway program, 
including the Interstate System, and the benefits that will accrue 
from it. To allow this program to disintegrate would be a national 
error. 

It would be contrary to the public interest. We do have a present 
need for improved highways. 

Besides keeping faith with the contractors and other suppliers who 
have made their plans, in response to the projected program, a widely 
fluctuating level of construction would, in the long run, be more 
expensive to the taxpayer and contrary to the public interest. 

Without going into further considerations, I think we can agree 
that solution No. 1, a drastic cutback in the program, is not accepta- 
ble. This does not, however, in my opinion, prevent minor adjust- 
ments, particularly with regard to retrieving, insofar as we can, what 
I consider to be the error of the 1958 acceleration. 

Furthermore, I have talked with a substantial proportion of the 
Members of Congress with regard to the handling of the program. 
As a matter of fact, it was discussed out of order in one of the recent 
meetings of the full Appropriations Committee. As a result, I am 
convinced that there have been widespread, if not uniform, excesses 
which might well be eliminated. We could do these things and still 
provide for a continuing program ata suitable level. 

This is not a solution, however. Although there seems to be the 
substantial agreement which I mentioned as to the continuation of the 
highway program, the solution as to how it will be financed seems 
to have centered upon either increasing taxes or deficit spending. I 
have not and do not now subscribe to either of these proposals. 

At the outset, I want to make it clear that I commend the President 
for his position with regard to deficit spending and I am, if anything, 
more adamant than he is, that we cannot continue to add to deficit 
spending for any purpose whatsoever, unless the needs for national 
security should change, by revenue bonds or any other name that 
you call it. 

From the time that his message was presented, however, I took the 
position that we could, if we had the political courage, provide for 
adequate highways and other necessary and proper functions of 

overnment, without increasing taxes or resorting to deficit spending, 
y a third method of reducing spending for general governmental 
urposes. 

When the Secretary of the Treasury and the Director of the Bureau 

of the Budget appeared before the full Appropriations Committee 
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last January 20, to which hearings I will refer later, I stated, “We 
can look for further cuts in the expense items, which is another way 
of balancing the budget.” 

I then and there rededicated myself to the proposition that we 
should make sufficient cuts in the general governmental spending that 
all of the revenues collected from the highway users could, if neces- 
sary, go to the highway trust fund, so that we could build highways 
without increasing taxes and at the same time avoid deficit spending, 
either for highways or for general governmental purposes. 

I still believe that this is possible and, as long as there remains a 
possibility, I think it would be a tragic error for this committee or 
the House to pass an increase in taxes. This would be particularly 
true at this moment, when we consider the staus of the appropriation 
bills and the effect that such would have in weakening the hands of 
the House conferees in their efforts to prevail in sustaining the posi- 
tion of the House. 

I would point out that the House has done a pretty good job. We 
have cut, in compliance with a majority of the membership of the 
House, which I said was the purpose, $1,210 million. When the 
bills left the Appropriations Committee it was $1,396 million off of 
the budget requests. But when the bills went to the Senate, they not 
only wiped out all of that, but they added another $500 million on te 
the President’s budget requests. 

On the status of the bills that have become law, we have still $300 
million in reductions. But these critical bills which have thrown it 
up over $500 million on the Senate side are in conference. Now would 


be a pretty bad time to weaken the position of our conferees, if you 
telieve the position I expounded is a good one, by saying, “We will 


pass an increase in taxes.” We better leave them in a position when 


they are in conference that they have a strong hand, and they can 
siy to the Members of the other body, “If you are going to insist on 
this spending, then you have to take the brunt of it. We think you 
should sustain the House position, and take care of highways and 
other items, without deficit spending or increases in taxes.” 

That is the position I think we should go for. 

This committee should give very serious thought to the appropria- 
tion situation before recommending an increase in taxes on gasoline 
and motor fuels. The highlights of that situation seem worthy of 
reiteration. 

Although in many instances we have appropriated more than my- 
self and the majority on my side of the aisle would have preferred, 
when we analyze the appropriation bills acted upon to date, it comes 
down to this: The House has generally stayed within the bounds of 
good sense. We have stayed well below the budget requests. The 
Senate has not. They have not only wiped out the House savings, 
but have gone above the budget requests. 

The House Appropriations Committee, by very careful considera- 
tion and sincere effort, has been able to reduce budget requests to date, 
including the Atomic Energy Commission appropriation bill, by 
$1,396 million. In spite of the “spender” efforts by some Members 
of this body, and altogether too often on close votes, the action of the 
committee has generally been sustained. As a matter of fact, as these 
bills were passed and submitted to the other body, the House in its 
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final action has still appropriated $1,219 million less than the budget 
requests. 

In all fairness, I must point out that some of these cuts are hony, 
Take, for example, the $100 million cut in Commodity Credit Cor- 
poration funds, passed at about the same time as the vote was taken 
to increase farm supports. Nevertheless, there is well over a billion 
dollars of honest-to-goodness savings by the House. I wish it were 
more, and think that it might well have been more without interfering 
with necessary and proper programs. Be that as it may, the House 
has done a good job. 

But what has in fact happened as these bills have moved to the 
other body ? 

There, not only have all of the House savings been knocked out but, 
in fact, as they have cleared the Senate, instead of savings we find 
that the budget requests have been exceeded by over $500 million, 
The total appropriations of the other body, then, have exceeded the 
amount voted by the House, by over $1,700 million. 

Most of these bills are now in conference. On those that have 
cleared conference, we have managed to sustain a position which 
leaves us $353 million below budget estimates. The big ones, though, 
I repeat, are still in conference. Now is the time to do everything 
we can to strengthen the hands of our conferees to see that they pre- 
vail in sustaining the House position. 

We can still have the necessary roads, an Interstate System, pro- 
vided we prevail in these conferences that are ahead of us and the 
House position is sustained, whereby budget requests have been re- 
duced by over $1.2 billion. Even leaving out some of these phony 
euts, there would still be an adequate amount. 

I would say that if we should now increase taxes, we would be weak- 
ening the position of the House conferees as they go to these all- 
important conferences. I think it would be a poor thing to do. The 
House conferees should be kept in a position where they can go toa 
conference and say to the other body: The House has acted with 
responsibility. We have shown we can have representative govern- 
ment and at the same time responsible government, and if we prevail 
here we will not have to have any more taxes and we will not have 
to resort to deficit financing to have an adequate highway program. 

The way to provide for an adequate nigh In my opin- 
ion, is to cut spending to maintain a balanced budget and avoid de- 
ficit financing, and by such action we can still provide for a high- 
way program rather than doing it by increasing the taxload on the 
American people, which is already beyond what we can expect a 
reasonable and free people to endure. 

I, for one at least, have reached the point that if a majority of 
the membership are going to insist on increased spending, then I am 
prepared to do everything within my power to force them to provide 
the money by increased taxes, in the hopes that that will provide 4 
means of pointing out to a majority of the American people what 1s 
being done to them in the name of being done for them. But even 
if an increase in taxes were to be considered, I think there are good 
and compelling reasons that this should not be on gasoline and motor 
fuel. | 

By any name you call it, you cannot go on with deficit spending 
and putting it on the backs of our children, but I don’t think we 
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should look to gasoline taxes and fuel taxes for more revenues if we 
are going to do that. We should have a broader base. 

Taxes collected from highway users already substantially exceed 
the total outlays for highways, including the Interstate System. As 
[ have sometimes put it, what we need is an antidiversion policy with 
respect to all highway revenues. 

q baliove the argument that excise taxes and gasoline taxes should 
pay for part of the cost of general government—by being diverted to 
the general fund—and all of the cost of highways, is unfair. I 
believe there are general public benefits from highways and if the 
users pay for all of the cost of the highways, they have done enough. 

The fact that the highway users will pay excise taxes totaling $74 
billion over the life of the program contemplated by the Highway 
Act of 1956, and that only a part is allocated to the 5 J trust 
fund, should, I think, carry great weight as the committee deliberates 
what action should be taken. I agree completely with the chairman 
of your committee, Mr. Mills, when he states that this is a matter that 
needs to be given consideration before any further burden is put on 
those highway users who are already helping to finance the highway 

rogram. 

, > matter of fact, as a member of the House Appropriations Com- 
mittee, I asked Secretary of the Treasury Robert Anderson on Jan- 
uary 21 questions with respect to the highway trust fund. 

I asked that the total revenue that comes from the highway users be 
supplied for the record, and Secretary Anderson answered : 

You have about $1,170 billion on passenger automobiles and you have auto- 


mobiles and trucks, parts and accessories, but they are in the budget sheets. 
For that particular item there is no gross sum. I will be glad to supply it. 


The data supplied shows: 


Receipts of taxes on gasoline, diesel fuel, tires and tubes, tread rubber, the 
use tax on certain vehicles, and trucks (50 percent) which were transferred to 
the highway trust funds in the fiscal year 1958 amounted to $2,116 million. 
Other taxes associated with automotive products—the taxes on passenger auto- 
mobiles, parts, and accessories for automobiles, lubricating oils, and trucks 
ot am of which have been in effect for many years, yielded $1,510 
million, 

This is a total of $3,610 million, and far exceeds the amount required 
for the highway program. 

In response to that, he stated that $2.1 billion is going into the trust 
fund, that $1.5 billion is going into the general revenue. 

It is unconscionable to me that the motorist pays $3.6 billion in 
special Federal automotive taxes, when only $1.1 billion actually goes 
toward highway construction. If the remaining $1.5 billion which 
is now diverted for other purposes were rightfully spent for highway 
construction, it would keep the highway construction program on 
schedule. 

The general fund gets 40 est of automotive excise taxes now, 
which, in my opinion, is wildly excessive. This is why I stated dur- 
ing the House Appropriations Committee hearings after Secretary 
Anderson had given me the figures on the taxes, that— 
in 1956 when this Highway Act was passed, it was thought that we would be 
collecting this year $3.183 billion. Even before the passage of that act, we were 
diverting these revenues to general governmental purposes. I hate to balance 
a budget by increasing taxes. I think that we need an antidiversion amendment. 
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Some very responsible people, whose judgment I highly respect, 
have opposed me in this position by saying that gasoline taxes and 
automobile excise taxes have historically contributed to the genera] 
revenues and should continue to do so. I cannot agree with them in 
this respect. Asa matter of fact, if you really want to go into history, 
highways were originally built from general funds. Although the 
Federal highway aid program began in 1916, it was not until 1956 
that we, in the 84th Congress, established the policy that users should 
pay the bill, by establishing the trust fund. Although a good argu- 
ment can be made for building at least a portion of them from general 
funds, I still believe that users should pay the total cost. 

There are general public benefits from good roads other than the 
benefits to the highway users. A businessman may not own a car or 
truck, but his customers come to him over the roads. An individual 
eitizen may not own an automobile, but the necessities of life may 
move to him over the highways, the economy of his community is 
stronger and his community is a better place in which to live by reason 
of good roads, and he probably will not have to look too far to see 
where his own job is directly related to the road network. 

If there is any doubt in our minds about the general public benefits, 
look at the statement in the 1956 act : 


There shall be designated within the continental United States a National 
System of Interstate and Defense Highways. 

Defense is certainly in the public interest, and should be supported 
from general, rather than special, revenues. 

Just to keep our history record straight, of course, the first Federal 
tax on gasoline was imposed long before 1956, in the year 1932, at 
a rate of 1 cent per gallon. Here, though, lies another reason why 


I question the advisability of the temporary increase in motor fuel 
taxes to solve our present problems. That 1932 tax was a “temporary” 
emergency tax to balance the budget for 1 year, and went to the gen- 
eral fund. Each increase was for an emergency. Temporary taxes, 
though, have a habit of becoming permanent. 

The argument that excise taxes on vehicles, parts, lubricating oil, 
and fuel should contribute to the general revenues because other ex- 
eise taxes go to general revenues, will not stand up. General public 
benefits from roads more than offset any such contribution that might 
be claimed, and if the highway users pay all of the bills for con- 
structing the roads, that is enough. 

This amounts to a Federal antidiversion policy, and I would like 
to call the attention of the committee to the fact that the general 

ublic support of this principle has been quite conclusively proved. 
ents peven States have provided for antidiversion of highway 
revenues by constitutional amendment. This usually involves a vote 
of the people. Many other States follow such a policy by legislative 
action. I think we can be reasonably assured that if we want to 
represent the majority of the people, we will adhere to such a policy 
at the Federal level. 

I further believe that we are very close to reaching the point of 
diminishing returns as far as increased revenues from increased 
motor fuel taxes are concerned. This committee is well aware of the 
substantial movement to the small cars, and particularly the small 
foreign cars. It is generally agreed that a strong motivating force 
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behind this has been the effort to get more miles to the gallon because 
of the increased cost of gasoline. Further incentive to move in this 
direction can only reduce the tax take from highway users, but even 
beyond that, it might well affect the income tax from American pro- 
ducers and American wage earners. Still further, it could become 
areal threat to our economy. 

You are going to end up with people out in Detroit out of work, 
and losing income taxes, both corporate and individuals. 

When I mention cost of gasoline, I think we must recognize the 
general public resentment for this situation. There has been alto- 
gether too much success in making the oil industry and the service 
station operator the whipping boy. One of these days, the American 
public is going to realize the true culprit is taxes, both Federal and 
State, and those in Congress will be required to bear their share of the 
rightful blame. 

At the refinery, a gallon of gasoline sells for an average price of 
11.07 cents. The average tax is 9.12 cents, or 82.38 percent of the 
total cost. If you make the tax 10.62 cents by adding 114 cents to 
the Federal tax, the gasoline tax would approach a 100-percent tax. 
Do the motorists in your district realize this, and if not, what will 
be their reaction when they do? 

As a matter of fact, the return to the producer for finding, develop- 
ing, and lifting to the surface a gallon of crude oil is roughly the same 
as the Federal tax on a gallon of lubricating oil, or the Federal-State 
tax on a gallon of gasoline. To heap additional taxes upon the users 
of this commodity is, to me, unconscionable. 

Let us not forget that the States have some very real tax problems. 
In spite of the percentage distribution of costs on the Interstate Sys- 
tem, the States are expending substantial sums on highways and 
streets, and have increased requirements. Several suggestions have 
been made for turning revenues over to the States to meet their prob- 
lems. It hardly seems proper for us to further tax motor fuels, a 
traditional area of State taxation, when part of the revenue is in fact 
going for general support of the Federal Government. 

Finally, I agree with the chairman of this committee that after pro- 
viding in the 1956 Highway Act for a study of the relative benefits 
which will accrue to the various user and nonuser beneficiaries of the 
highways, as a basis for determining the proper share of the costs to 
be borne by such beneficiaries, it would be untimely to increase the 
share of the user until the study has been completed. 

We are always ordering these studies, and this is the same thing. 
We have a study going, and before the study is completed, we find they 
are proposing to go ahead with the remedy. That happened to us on 
the White House Conference on Education. I think we better take 
advantage of some of these studies. 

Until that study is completed, or at least better facts are presented 
- have been to date, I will continue to support an antidiversion 
policy. 

In closing, I want to reemphasize that we still do have a chance of 
solving this situation by cutting appropriations, and I would be most 
hopeful that we would not tale any action that would weaken the 
position of our House conferees as long as that chance remains. 
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I sincerely thank you for the opportunity of appearing before you, 

The CHAIRMAN. nant to thank you, sir, for your very fine state- 
ment and your appearance before the committee. We appreciate your 
giving us the benefit of your thinking on this matter. 

Are there any questions? Mr. Betts? 

Mr. Berrs. Your whole argument is that a diversion policy would 
take care of the whole problem rather than a tax increase, a bond 
issue, or any other way? 

Mr. Tomson. I think we should have a minor stretch-out program 
in the sense of cutting down as far as we can the 1958 additions and 
doing away with some of these excesses. Out in my area I cannot 
quite understand it. One area where they have a couple of cowpaths 
crossing the area within about 10 miles, they have interchanges for 
each one of them. 

Members of Congress all know about that. But basically, beyond 
that, I think if this House maintains its position, this Congress acts 
with responsibility, that we can take that billion and a half that is 
going from the highway users to general Government purposes and 
save it by appropriation cuts, that this can be done. 

There has not been a soul on any one of these bills which have 
cleared the House who has said that the cut has hurt a vital function 
of government with which they cannot live. These additions that 
have gone on have been over and beyond that. But if we cannot do 
that, then I think we cannot go for further deficit spending. 

But if you are going to have further tax increases, I do not believe 
that the place to put those is on gasoline and motor fuel. If it has to 
come from general taxes, then I think that is where it should come 
from. That isa summary of my position. 

The CHatrman. Mr. Herlong will inquire. 

Mr. Hertone. Mr. Thomson, in connection with what you said, I 
am sure you are aware of the fact that the Chairman of the Bureau 
of Public Roads yesterday testified that the administration’s posi- 
tion was that they were not in favor of this transfer from the general 
fund to the trust fund. i 

Mr. Tuomson. Congressman Herlong, as mentioned in my state- 
ment, when I first brought this up last January 20 and 21, when 
the Appropriations Committee had the Secretary of the Treasury 
and the Director of the Bureau of the Budget before us, and after 
that when I say “in talking to the responsible people about this,” it 
was those people and others in the administration, and they made the 
argument that you can’t take these out of general revenues, that you 
will end up with a general deficit and you have to get the money 
someplace else. 

I just don’t agree with them. Sometimes you find yourself in 
that position with the administration. I think we have demon- 
strated another and the best solution in this House when we made 
$1.2 billion in cuts in general spending that we have made. They 
only need some additional $400 million this year and some $500 mil- 
lion the next to finance the road program. We have already made 
—— cuts to sustain this and still pay something on the debt, and 
so forth. 

Mr. Hertone. I heard the observation of the chairman yesterday, 
that we should cut the cloth of our road program to suit the pattern of 
the money that we have available. 
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Mr. TuHomson. Yes, within reason. However, I think that we have 
enough money available for a suitable kind of construction if we will 
cut the cloth of some of these other governmental programs to the 
amount of money that is really needed. 

There isn’t any sense in having the highway users putting $114 
billion into every sewer system or something like that that somebody 
wants to build around here, or Federal aid to education or various 
other things. 

Mr. Curtis. Mr. Chairman—— 

The Cuarrman. Mr. Curtis. 

Mr. Curtis. Before making these remarks, I do want to compli- 
ment the gentleman for a very fine presentation, and for giving us 
alot of good information. 

However, I cannot let this talk on diversion of taxes go further 
without making some comments for you to comment further upon. 
Actually, this myth—and I regard it as a myth—of taking all the 
excises that we might have imposed upon gasoline or trucks or auto- 
mobiles, or what we now call user taxes, taking those from the general 
revenue and putting them in as earmarked funds does not increase 
taxes. 

Of course it is an increase in taxes, because we will take those funds 
out of the general revenues, and we will have to replace those funds. 

Furthermore, we have used, and legitimately so, excise taxes as a 
source of general revenue for many years. Certainly we are not get- 
ting to the point, I hope, where we are going to start saying that the 
taxes on jewelry should only be used for the benefit of the people who 
are concerned with jewels, or refrigerators and stoves for users of 
= appliances, and all the other excise taxes, to start earmarking 
them. 

When we passed this highway bill, I made some statements that 
I regret have not received too much attention, although they should 
be, the dangerousness of earmarking Federal taxes. 

Actually, it is unconstitutional, but that seems to be no question in 
most people’s minds any more. I submit that the reason it is uncon- 
stitutional is a very sound one. This earmarking of taxes is one of 
the most dangerous things in the world. This idea of now that we 
have earmarked some of them, thereby anything that has to do with 
highways where we might tax people properly belongs in a particular 
fund that has to do with building highways, points up the danger there 
is a serious question there. 

The vital function of the Federal Government is providing for na- 
tional defense. If we ever start this business of earmarking taxes 
for highways, for schools, for people’s retirement, which we have, 
for unemployment insurance, and we are beginning to earmark for 
all of these things, we will find ourselves in the position that some 
of the States are in, like Michigan, where they have earmarked so 
many taxes for so many worthy causes that they do not have enough 
revenue for general purposes. 

I just think there is a fundamental error in this idea that because 
we have earmarked some of the taxes that we used to use for general 
revenue that had to do with automobiles, gasoline, and oil, because we 
have earmarked some of them, therefore Ai the others properly belong 
in the earmarked fund. 
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That is one of the reasons I have long felt that earmarked taxes 
happens to be a wrong approach to things. There is only one reason 
that I went along with it myself, and that has now been dispelled 
hoping that in creating this trust fund we were putting a ceiling on 
the amount of expenditures so that you could plan a program over a 
period of years, but limiting it, as we did, to $25 billion. 

No one has regarded that as a ceiling, apparently. Everyone testi- 
fying has said, “Well, we have gone el it and it is now going to 
cost $36 billion. Let’s just raise the revenue instead of cutting the 
program back to the $25 billion figure.” 

In my judgment, it is just complete fiscal irresponsibility, the ap- 
proach that has been taken by the administration witnesses and by 
every witness who has testified before this committee, to talk in terms 
of just increasing revenue because we have overspent and overesti- 
mated the cost of the program. 

I must say that because we have had witnesses who have testified 
as the gentleman for whom I have a great respect, and I know he is 
not, on this idea of diverting these other excises. 

Mr. Tuomson. I have a great respect for the gentleman. As a law- 
yer in reconciling the parties to a divorce action, I always tried to 
get people to the point where they agree. You and I agree. 

What I am saying is not that there is some magic transfer that is 
going to solve this by creating more revenue. We are spending more 
money for highways than we contemplated. But what I am saying 
is that we are collecting enough money from highway users. So you 
make this transfer and it does not make the Government any money— 
it is a fictional transfer in a sense—but if we cut spending in other 
areas where we should, we don’t need additional taxes or do we run 
into deficit spending ? 

Mr. Curtis. But for years we have been using the excise taxes on 
gasoline for general revenue, and if that theory applied you would 
then have to say, “The taxes on refrigerators and stoves should be 
for the benefit of people who use refrigerators and stoves.” 

Mr. Tuomson. I agree with the gentleman on the history of users 
excise taxes going to the general fund, but the gentleman will have 
to agree with me that for years, and a longer number of years, from 
1916 to 1956, we built highways and gave Federal aid to highways out 
of general revenues. You don’t ask the refrigerator excise tax to pay 
for all the power projects. That is exactly what we have done with 
the highway user. We say, “You will have to pay for all of your own, 
the defense highways, the good road system, and at the same time 
continue to pay for these other items.” I think that is too big a load. 

Mr. Curtis. I do think that is a fair argument that the gentleman 
makes. When we proceeded, as we did, with the idea of earmarking 
taxes, we invited that kind of thinking. 

All I am saying is that it is not a method of avoiding tax increases 
because the more general revenue funds you divert into earmarked 
taxes, and I do not care what area it it, whether it is highways or 
social security, unemployment insurance or what, every time you 
divert a dollar of general revenue to an earmarked fund you have to 
supply the loss to general revenue or cut back the general revenue 
expenditures. 

I again say there is one fundamental expenditure that is peculiar 
to the Federal Government. No one else can do it. It is the most 
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costly thing that we have. That is national defense. When we start 
this idea of earmarking taxes away from defense, we are asking for 
trouble at the Federal level. 

The Cuarrman. Thank you, Mr. Thomson. 

Our next witness is our colleague from New York, Hon. John R. 
Pillion. 

Mr. Pillion, we appreciate having you before the committee this 
morning. 
You are recognized, sir, to proceed with your statement. 


STATEMENT OF REPRESENTATIVE JOHN R. PILLION, OF NEW YORE 


Mr. Pituion. Mr. Chairman, it is a privilege to appear before this 
distinguished committee. 

This statement will, first, deal with the financing of the Federal 
highway program. 

The problem of reimbursement for toll roads and other constructed 
parts of the Interstate System will be dealt with in the concluding 
part of this statement. 


FEDERAL HIGHWAY PROGRAM 


The fiscal situation in the Federal highway program, according 
to my information, is this: 

Under the 1956 and 1958 Highway Acts, the authorizations for the 
interstate and the primary, secondary, and urban roads have been 
accelerated as shown on the following table: 


| 
Primary, sec- 

ondary, and Interstate Total 
urban 


| $825, 000,000 | $1, 175, 000, 000 2, 000, 000, 000 
850, 000, 000 1, 700, 000, 000 2, 055, 000, 000 
REDE 1, 275, 000,000 | 2, 200, 000, 000 3, 475, 000, 000 
| 900, 000, 000 2, 500, 000, 000 3, 400, 000, 000 
925, 000, 000 2, 500, 000. 000 3, 425, 000, 000 
+3 9 


, 200, 000, 000 


Interstate authorizations continue at about $2,200 million per year. 
As a result of this spurt in highway spending and the application 
of the Byrd pay-as-you-go amendment, section 209(g¢) of the 1956 
Highway Revenue Act, no apportionment can be made for the Inter- 
state System for fiscal year 1961, and the apportionment for 1962 will 
be reduced to about $500 million. 

I quote the exact language of the Secretary of Commerce, page 13, 
House Document 74, February 14, 1959: 


As for the Interstate System, however, because of the provisions of section 
209(g¢) of the Highway Revenue Act of 1956, it will be necessary unless addi- 
tional funds are made available to completely forgo any apportionment of 
interstate funds during the calendar year 1959—for fiscal year 1961—and the 
apportionment during the calendar year 1960——for the fiscal year 1962—would 
amount to only $500 million, 

Thereafter, interstate apportionments would amount to about $1.7 or $1.8 
billion annually, or about three-fourths of the amount authorized by section 
108(b) of the Federal Aid Highway Act of 1956. 
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The long-range problem, simply stated, is this: The authorizations 
for the interstate program are about $2.2 billion per year. The esti- 
mated revenues over the life of the program average about $1.8 billion 
per year. 

The immediate problem is that due to the Byrd pay-as-you-go 
amendment, there will be no apportionment of funds in the calendar 
year 1959 for the year 1961, and an apportionment of only $500 
during calendar year 1960 for fiscal year 1962. 

This leaves us with the following alternatives: 

First: Do nothing and allow the present law to run its course. 

Second: Increase gasoline taxes by 114 cents per gallon. 

Third : Waive the pay-as-you-go — and continue the present 
level of the program by financing both from the highway trust fund 
and making up deficits from the general funds of the ‘Treasury. 

None of these courses of action is desirable. 

If we take the first course, then there will be no apportionment 
this year for 1961 and only $500 million can be apportioned for the 
year 1962. Thereafter, the program can continue at a rate of about 
$1.7 billion per year. 

The shutoff of funds during 1961 and 1962 would seriously disrupt 
the programs that are just being organized by the State highway 
departments. It takes years to organize the engineers, surveyors, 
draftsmen, attorneys, appraisers, construction personnel, and the thou- 
sands of other personnel for an efficient administration of the hun- 
dreds of millions of dollars of highway construction in any one State. 
This would be wasteful and disorderly economics. 

It would be a serious mistake not to do something about leveling 
off the present “boom or bust” situation in our interstate program. 

The second course of action is to increase gasoline taxes by 114 
cents. This isthe President’s recommendation to Congress. He would 
increase gasoline taxes for a 5-year period beginning July 1, 1959. 

This plan is altogether unacceptable for these reasons: 

(a) The tax level, today, in the Nation is much too high. With tre- 
mendous increases in local school and local government taxes, the addi- 
tional recommended taxes would be most unfair and burdensome to 
the public. 

(6) Although, according to orthodox economics, taxes are con- 
sidered to be anti-inflationary, that is not the case today. There isa 
growing conviction in this country that inflation is inevitable. The 
additional spending and taxes would add to this inflationary psy- 
chology. 

(c) Although the President’s recommendation for the 114-cent 
gasoline tax was originally limited to 5 years, his recent message 
on May 13 did not limit the tax to 5 years. Like all other temporary 
taxes, this, too, would become a permanent tax. 

The third method would be to waive the pay-as-you-go plan and 
allow the costs of the Interstate System to be financed from the 
general fund. This is the worst of all methods. It would allow an 
unlimited drain upon the Treasury at a time when inflation and a 
lack of confidence in our fiscal system has increased to a most alarming 
degree. 

I offer to this committee this solution to our problem: 

1. Authorize a minimum apportionment of $1.4 billion for the 
Interstate System each year beginning with fiscal 1961. 
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9. Authorize the highway trust fund to borrow from the general 
fund during the years 1960, 1961, and 1962 when there will be short- 
age of funds under present legislation to maintain spending at a level 
of $1.4 billion. 

3. Reimburse the general fund of the Treasury immediately after 
1962 when income exceeds $1.4 billion and maintain a $1.4 billion 
limit on spending until the borrowings are repaid. 

4, Maintain authorizations for primary, secondary, and urban high- 
ways at a rate of between $875 million and $1 billion as provided by 
present law and as listed under statement No. 2, page 9, of the Treasury 
report, House Document No. 92, dated March 2, 1959. 

This program has the following advantages: 

(a) It provides an even distribution of funds over the length of the 
interstate program. 

(b) It allows the State highway departments to plan upon a depend- 
able apportionment of $1.4 billion per year for interstate construction. 

(c) It furnishes a definite and dependable apportionment each year 
for the primary, secondary, and urban construction. 

(7) It avoids promises of spending for highways when no tax 
revenue is forthcoming. 

(e) The borrowing from the Treasury will be kept at a minimum. 
Due to a lag between apportionment and actual expenditures, the 
borrowings will only be (1) $241 million in 1960; (2) $757 million 
in 1961; and (3) $662 million in 1962. 

(f) This program will be anti-inflationary in that it indicates that 
Congress is willing to restrict its spending to its income. 

(7) The most important roads on the Interstate System are bein 
constructed first. As the program progresses, the importance an 
the utility of the highways diminish. 

(h) This program is not a cutdown of the program. It is a pro- 
gram to equalize the rate of construction on a pay-as-you-go basis. 

It is contended that there is a breach of faith involved and the 
Federal Government has an obligation to finance the interstate pro- 
gram to the full extent of the authorizations. This is simply not so. 

The States and all other interested parties have known that this 
program was a “trust fund program”—a “pay as you go” program. 
In fact, the Federal Government has been overly, almost foolishly 
generous, in paying 90 percent of the costs of these interstate high- 
ways. This system is not basically a transcontinental or Interstate 
System. I would estimate that the transcontinental traffic on the 
Interstate System would be less than 1 percent. The interstate traffic 
will be less than 5 percent. The intrastate traffic will be over 95 
percent of the total. 

Essentially, it is a State program of the State primary system, but 
the Federal Government has most generously taken it over. 

The mechanics for the leveling off of the interstate highway ex- 
Oe ae at a rate of $1.4 billion per year is contained in my bill, 

-R. 7292. 


REIMBURSEMENT FOR TOLL AND FREE ROADS ON INTERSTATE SYSTEM 


I would like to briefly state my — on the Buckley bill which 


has been reported by the House Public Works Committee. 
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This bill would authorize the reimbursement of $4.2 billion over a 
15-year period for highways constructed on the Interstate System 
prior to the Federal Interstate Highway Act. 

I am informed that this committee has the financing of this pro. 
gram under consideration. a 

It is my opinion that there is no practical political solution to the 
payment of these funds from the present highway trust fund. Asa 
matter of simple justice, this obligation should be paid out of the 
general fund in the same manner as any other Federal debt or 
obligation. 

The Secretary of Commerce in a recent report suggested two alter- 
native programs for reimbursement. These are wholly unacceptable 
for the following reasons: 

(a) Repayment does not begin until 1968. 

(®) Payment is conditioned upon extension of highway taxes for 
5 years after July 1, 1972. 

(c) Payment is conditioned upon all other obligations on trust 
funds being met first. 

These reimbursable highways are the roads that were most badly 
needed. The States could not indefinitely await the uncertainties of 
congressional action. 

The average of $300 million per year, if the reimbursement were 
made, would be spent in these more populous States for highways 
that, today, have a greater economic value and a greater benefit-cost 
ratio than a large part of the interstate program that is being given 
90 percent Federal aid. 

New York State is, especially, most. severely being handicapped by 
this road program. It spent more than $1 billion for its thruway. 
It has a claim of $700 million for reimbursement. 

The United States collects 19 percent of all taxes from New York 
State. Of this amount, about 13 percent is earned within the State. 
Under present law, New York State receives only 5.3 percent of the 
highway funds. 

In conclusion, I believe that the Buckley bill for reimbursement, 
payable out of the general fund, is the only practical solution,to the 
reimbursement to States who have constructed interstate highways 
and who have been excluded from Federal interstate aid. . 

The Cuatrman. Mr. Pillion, we thank you, sir, for bringing to the 
committee your views on both of these matters. 

Of course, you understand that we are not at the moment involved 
in consideration of revenues for reimbursement of States for toll 
roads. We are trying to get out of the immediate fix that we are in 
with respect to continuing this program. 

Mr. Priui0n. I understand that. But I thought it was related and 
it is a problem that exists. 

The Cuarrman. I realize it is. 

T have some difficulty in reconciling this situation. I was very much 
impressed with your statement that the Federal Government has been 
overly, almost foolishly, generous in paying 90 percent of the costs 
of these interstate highways because you conclude that they carry 
mostly intrastate traffic. 

Mr. Priut0on. That is right. This is not a transcontinental sys- 
tem. When President Roosevelt first conceived this idea, he drew 
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two or three lines, and conceived two or three east and west, ocean-to- 
ocean highways. But that isn’t what we have done. We have just 
connected up the principal cities of each of the States, and we have 
taken over the primary system, practically, of every State. 

The Cuarrman. Then if that is the case, and I am sure your figures 
are right or you would not have brought them to us, if we reimburse 
the States for these toll roads, could it not be said of us that the 
Federal Government has not been just overly generous, but that it 
had been very foolishly generous? 

Mr. Pui0n. Excepting that that was an agreement when the In- 
terstate System was arrived at. There was an apportionment of 
mileage and benefits to the States. Those who have built highways 
have been excluded. 

So the original apportionment is no longer the situation. In other 
words, they have been excluded. So instead of having 1,000 miles of 
highway reimbursement, New York State has been cut to 500 miles. 

he Cima I understand your thought that if these roads are 
to serve the Interstate System, some consideration should be given to 
the States that have moved forward with this program. But you 
left me with just a little bit of puzzlement in my mind as to how 
we could justify doing it if it is difficult now to justify the Federal 
Government putting up 90 percent of the costs of the Interstate 
System. 

Mr. Piui0Nn. I understand. 

The Cuamrman. Thank you, sir, very much, for coming to the 
committee. 

Mr. Bosch will inquire. 

Mr. Boscu. I want to compliment my colleague from New York 
on his statement. 

The questioning just having taken place raises in my mind an ob- 
servation that I would like to get from the gentleman. 

Do you not think that the feasible thing would be to change the 
formula from 90-10 to maybe 70-30 or 60-40? 

Mr. Prntion. I don’t think there is any question but what it would 
be a fine thing to reduce the Federal share and permit the States to 
tax or not tax as they wish, to build additional highways within the 
States, and give them the freedom of choice. 

The mere fact that we do not levy an additional cent and a half 
here does not mean that it cannot be-levied by the States. What you 
do there is to give the States the choice of doing it. I certainly be- 
lieve that the suggestion is worthy of a great deal of consideration. 

Mr. Boscu. Thank you very much. 

The Cuarrman. Are there any further questions? 

If not, we thank you again for bringing your views to the committee. 

Mr. Prtuton. Thank you. 

Mr. Macurowicz. May I ask unanimous consent for the statement 
of vod colleague from New York, Mr. Dulski, to be included in the 
record ? 

_ The Cuarrman. Without objection, that statement will be included 
in the record at the point where Mr. Dulski is scheduled to appear 
as a witness. 

In accordance with the announcement on the calendar of witnesses 
for today, wherein it said that Mr. Stans and Mr. Robbins of the 
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Bureau of the Budget and the Treasury Department would be recog. 
nized at 11 o’clock, I will now call Mr. Stans and Mr. Robbins. 

Mr. Stans and Mr. Robbins, we are very pleased to have you before 
the committee again. 

It is the Chair’s understanding, Mr. Stans, that you would prefer 
to proceed first, and Mr. Robbins be the second witness, and you would 
also like to have your statements made before questions. 

Without objection, the two statements will be received and then you 
gentlemen will be questioned. 

Mr. Stans, you are recognized. 


STATEMENT OF MAURICE H. STANS, DIRECTOR, BUREAU OF THE 
BUDGET; ACCOMPANIED BY SAMUEL M. COHN, CHIEF, FISCAL 
ANALYSIS; ARTHUR B. FOCKE, GENERAL COUNSEL; AND WIL- 
LIAM PFLEGER, JR., ASSISTANT DIVISION CHIEF, COMMERCE 
AND FINANCE DIVISION, BUREAU OF THE BUDGET 


Mr. Srans. Thank you, Mr. Chairman and members of the com- 
mittee. 

I am here today to discuss with you the important question of 
providing adequate financing for the Federal-aid highway program. 
Since other witnesses have testified on the program activities, I should 
like to limit my remarks here to consideration of the budgetary impli- 
cations of the present situation. 

Three years ago, in the Federal-Aid Highway Act of 1956, the Fed- 
eral Government embarked on a greatly expanded program of aid 
to interstate highways designed to meet national highway require- 
ments. The decision was made at that time by the Congress that 
this and other Federal-aid highway programs should be separately 
financed on a pay-as-you-build basis. 

Accordingly, a special highway trust fund was established by the 
Highway Revenue Act of 1956 for the purpose of keeping these pro- 
grams on a self-financing basis. Into-this trust fund are deposited 
certain highway user taxes, which it was determined would provide a 
sound means of financing these programs. 

The law further declares, as a policy of the Congress, that whenever 
it appears that total receipts of the trust fund will fall short of total 
anticipated expenditures— 
the Congress shall enact legislation in order to bring about a balance of total 
receipts and total expenditures * * * 

Last year legislation was enacted which accelerated the interstate 
highway authorizations and substantially increased funds for other 
highways. These changes, together with the higher cost estimates, 
have upset the self-financing principle of the Federal-aid highway 
program. 

In approving the 1958 Highway Act, the President specifically 
pointed out the necessity for action by the Congress in 1959 to pro- 
vide additional funds for the enlarged Federal assistance under the 
act in order to maintain Federal-aid highway expenditures on a self- 
sustaining basis. 

In his budget message to the Congress last January and a special 
message to the Congress on May 13, 1959, the President recommended 
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enactment of legislation to provide additional revenues to the high- 
way trust fund by increasing highway fuel taxes by 114 cents, to 
become effective July 1, 1959. 

Legislation was transmitted to provide for the increase of 114 
cents to remain in effect through the fiscal year 1964. The effective 
date of July 1, 1959, was recommended in order (a) to permit the 
Secretary of Commerce to make available to the States the 1961 
interstate authorizations in time to meet the construction schedule 
provided in the 1956 Highway Act; and (b) to avoid appropriations 
or transfers of revenue from the general fund. 

In the absence of any such action, the highway trust fund will 
incur a deficit now estimated at about $500 million in the fiscal year 
1960 and, even though no further apportionment is made, the cumu- 
lative deficit will increase to about $1 billion by the close of fiscal 
1961. 

If these and later deficits required to continue the interstate pro- 
gram on schedule were financed from the general fund, it would 
materially increase the burden placed on the budget. 

If the Congress acts now and provides for the recommended in- 
creases in fuel taxes to become effective by September 1, 1959, there 
will still be temporary deficits in the fund up to an estimated maxi- 
mum of $250 vhillfon during the fall and winter months. By the end 
of the present fiscal year, however, the fund will be adequate to meet 
total requirements for the year, and no net impact on the budget 
will result for the fiscal year as a whole. 

Immediate budgetary outlook: As I stated before this committee 
on June 3, and June 11, 1959, in testifying about the extension of tax 


rates and the statutory debt limit, the outlook for achieving a bal- 
anced budget in the current fiscal year seems at least as precarious 
asit was in January. 

I still believe it essential that a balanced budget be attained. Until 
the Congress completes action upon the appropriation bills, on the 
proposals for increases in = rates and other charges, and on 


general legislation pending before it, it will not be possible, however, 
to tell whether this balance can be achieved. 

One important pending factor is the action on the financing of 
the highway program. 

A balanced budget with a small surplus is still our goal for the 
fiscal year 1960. I am not sure we ¢an attain it even if this legisla- 
tion before the committee is passed. 

However, unless the prospective deficit of $500 million in the high- 
way trust fund in 1960 is met by increasing the motor fuel taxes, or 
by some other way which does not affect the budget, I do not presently 
see any way of avoiding a general fund deficit. 

Alternative financing proposals: In transmitting to the Congress 
the recommendations for increased highway fuel taxes, the adminis- 
tration gave careful consideration to other possible courses of action. 
Each of these alternatives, however, was eliminated because of serious 
objections. 

1. One proposal is to depart from the principle of a self-sustaining 
trust fund by waiving the Byrd amendment. 

This would permit the highway authorizations contained in present 
law to be made available to the States despite the anticipated deficits 

44357—59 12 
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in the trust fund, and would clearly require supplemental financing 
from general funds of the Treasury. 

The President has indicated that this departure is unacceptable, 
since it would violate the sound financing principle expressed in the 
aaa legislation, and would place an unwarranted burden on the 

udget. 

2. Another proposal is to dedicate to the highway trust fund part 
or all of the remaining excise taxes on items directly or indirectly 
related to highway use. 

These are mainly the excises on passenger cars and automotive 
parts and accessories and the remaining half of the receipts from 
the excises on trucks and buses. These excises, like those on many 
other items, were enacted prior tothe Highway Act of 1956. 

This proposal, however, would be contrary to the carefully con- 
sidered policy adopted by the Congress in the Highway Revenue Act 
of 1956, when it decided that a substantial part of the automotive 
excises should continue to be used, along with other excises, to finance 
general governmental costs. 

If any revenues from automotive excises were diverted from the 
general fund of the Treasury, an equivalent added burden would be 
placed on the budget. 

Shifting our money from pocket to pocket will not pay our bills. 

The revenues required to balance the 1960 budget include an esti- 
mated $8.9 billion on these and other excise taxes not dedicated to spe- 
cific purposes related to the source of the taxes. There is no more 
reason to use all automotive excises to benefit transportation than to 
dedicate all other excise taxes to specific uses related to the industries 
which initially collect those taxes. 

3. It has been suggested that the Federal highway laws could be 
amended to increase the maximum 10-percent share which the States 
are required to assume for interstate highway projects. 

To complete the program on schedule, this would require that the 
State share for future authorizations be materially increased. 

As a general principle, the administration strongly favors placing 
greater responsibility on State and local governments for financing 
Federal-aid programs whenever the benefits are predominantly local, 
rather than national. This proposal, however, would make the rate of 
construction of the Interstate System, which serves primarily national 
needs, depend upon the ability and willingness of each and every State 
to provide substantial increases in funds. 

I may say, of course, that would not solve this problem for the pres- 
ent fiscal year in any way. 

4. It has also been suggested that the trust fund be authorized to 
issue special highway revenue bonds payable either by continuing 
the present highway taxes after the planned completion of the inter- 
state program, or by diverting part of those taxes prior to completion 
of construction. 

This would, of course, violate the pay-as-you-build principle. 

Moreover, the amount of borrowing required to provide the addi- 
tional financial requirements is so large that sizable amounts of future 
highway revenues would have to go into interest payments on the pro- 
posed bonds, rather than into constructing highways. 
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The bonds issued would directly compete with other long-term 
bonds, thus adding to the Treasury’s debt management problems. 

This is a matter to which Assistant Secretary Robbins of the 
Treasury Department is addressing his principal remarks in this 
hearing. 

As he points out, highway needs are so dynamic that by 1969-72, the 
system planned 13 to 16 years earlier may not be adequate for the 
Nation without continuing highway construction. We ought to pay 
our own way and leave future revenue sources available to meet future 
needs. 

5. Finally, it has been suggested that the rate of construction be 
retarded so that expenditures can be kept within the presently antici- 
pated revenue level. 

In my opinion, this is the only logical long-term alternative which 
is consistent with sound fiscal policy. However, such a step would 
not resolve our immediate problems. Even if all new contracting 
for highways were halted as of August 31, 1959, trust fund revenues 
would still fall short by about $150 million of expenditure require- 
ments by the close of the fiscal year 1960. 

Moreover, such a sudden termination could well be a blow to the 
present economic uptrend. None of these alternatives, in my judg- 
ment, meets the needs of the present situation. I, therefore, urge 
the committee to take favorable action promptly on legislation to 
increase highway fuel taxes, so that the construction program can go 
forward on 

Along with adequate revenues it is, of course, essential that there 
be economical and efficient administration of the expenditures of these 
funds. This is particularly important under the interstate program, 
where the great bulk of the financing is provided from federally con- 
trolled revenues, while design and construction are primarily ad- 
ministered by the States. 

The President has instructed those responsible for the administra- 
tion of the Federal aid highway program to make every effort to 
achieve maximum economies in construction while retaining the essen- 
tial elements necessary to maintain safe and efficient highways. 

In summary, therefore, the increase in highway fuel taxes which 
the President has proposed oman the best means of continuing 
construction of the Interstate Highway System on schedule, because— 

A. It is wholly consistent with the legislative intent to maintain 
a pay-as-you-build program ; 

B. It will continue the equitable principle that highway users, 
rather than the general taxpayers, should pay the cost of Federal aid 
highways; and 

C. It will not divert additional revenue from the general budget 
and thus will avoid adding to our present budget problems. 

The CuarrmMan. Thank you, Mr. Stans. 

Now, Mr. Robbins, you are recognized, sir. 


STATEMENT OF HON. LAURENCE B. ROBBINS, ASSISTANT 
SECRETARY OF THE TREASURY 


Mr. Rossrns. Thank you, Mr. Chairman and members of the 
committee. I am glad to have this opportunity to present the Treas- 
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ury Department’s views on the financing of the Federal highway 
program. 

In the highway legislation which it enacted in 1956, the Congress 
established certain policies for the long-term financing of the Fed. 
eral highway program. It determined that the costs of the program 
should be paid by taxes which are in the nature of user charge taxes, 

It set the rates of these taxes so that revenues would be sufficient 
to pay the expected full cost of the program. 

by establishing the highway trust fund and directing that total 
expenditures at any time could not exceed available revenues, the 
Congress established the policy of pay as you build. 

The Treasury Department strongly supports the principle of pay 
as you build from taxes specifically enacted to pay highway costs. 

The estimated cost of the 40-thousand mile Interstate System has 
been increased substantially above the 1956 estimate, and it is ap- 
parent that present taxes allocated to the highway trust fund will 
not be sufficient to complete the system in the 13-year period set as 
the goal by the Congress in 1956. The indicated deficiency is large, 
some $12 billion. 

Already the rate of outgo from the trust fund is greater than the 
rate of income. In the fiscal year 1959 just completed, expenditures 
were $2.6 billion and exceeded receipts by over $500 million. 

As a result the accumulated balance in the fund as of June 30, 1958, 
of $1,049 billion, was reduced to $523 million as of June 30, 1959. 

This trend is expected to continue in fiscal 1960. Expenditures are 
estimated to be $3.1 billion, exceeding estimated receipts by $1 billion. 
This would create a $500 million deficiency in the trust fund. 

The President, in his budget message last January, recommended 
an increase effective July 1, 1959, of 114 cents per gallon in the pres- 
ent 3-cent per gallon tax on motor fuels. This would provide in- 
mediate funds to maintain the highway program at the construc- 
tion rate set by the Congress. 

The President recommended that the increase in tax rate be fora 
5-year period, the minimum required to permit apportionments 
among the States for the fiscal years 1961 and 1962. 

These, and previous apportionments, would be expended over a 
period through 1963 and 1964. Apportionments for 1961 would 
normally be made at the present time and those for 1962 in July 
or August of 1960. 

It is the view of the Treasury Department that the problem should 
be met immediately in conformity with the congressional intent of 
maintaining a pay-as-you-build program. 

There would appear to be only three alternatives— 

1. To finance the projected deficit with new taxes; 

2. To cut back or stretch out the construction program; or 

3. A combination of the two. 

The Treasury Department has given consideration to other types 
of user taxes, such as a flat tax on each vehicle, or one measured by 
horsepower, weight, or length. 

All of these alternatives would involve difficulties in enforcement 
and collection and would appear to be impracticable as temporary 
tax measures. 
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Under these circumstances, the Treasury Department can see no 
satisfactory solution to the problem except through increased motor 
fuel taxes. 

However, if the Congress decides to impose other appropriate 
forms of user taxes, new taxes that will produce the same amount of 
revenue, the Treasury will have no objection. 

Before the expiration of the recommended 5-year period, the re- 
sults of the Commerce Department’s study will be helpful in estab- 
lishing a more permanent method of financing, The important thing 
now is to make revenues and expenditures balance. 

From present indications, the balance in the trust fund will be 
exhausted by October, and it seems clear that immediate action should 
be taken to provide additional funds so that States may be reim- 
bursed for work performed. 

Several proposals have been made to take care of the situation in 
lieu of an increase in the motor fuel taxes, including suspension of 
section 209(g) of the 1956 act, transfer of the present excise taxes on 
automobiles, parts and accessories, or of other revenues from the gen- 
eral fund. 

All of these proposals would result in the diversion of general 
revenues which would have to be replaced by additional taxes or met. 
by Treasury borrowing. 

It has also been proposed that special revenue bonds be issued to 
finance the deficit in the trust fund. The Treasury Department must 
oppose this proposal for several important reasons: 

1. Raising of the funds by borrowing, rather than through taxation, 
would clearly violate the pay-as-you-build principle originally adopted 
by Congress. 

Resort to borrowing at this comparatively early stage of the pro- 
gram would provide an undesirable precedent supporting borrowing 
at any later stage, when revenues appeared to be insufficient. 

2. Although the proposal would not technically increase the out- 
standing public debt subject to statutory limit, and even though the 
bonds would represent a prior claim on the revenues of the highway 
trust fund, in any realistic sense the bonds would be considered to be 
obligations of the Federal Government. 

Since the end of 1952, despite vigorous efforts to sell longer term 
bonds, the Treasury has been able to market only $10 billion in new 
obligations with maturities exceeding 10 years. With more and more 
Treasury debt tending to move into the short-term range, thus adding 
to inflationary pressures, it is more important today than ever to 
market. longer term Treasury issues. Issuance of a significant volume 
of competitive issues could severely complicate this problem. 

3. By absorbing part of the flow of savings available in financial 
markets, issuance of special highway bonds would tend to reduce the 
supply of funds available to stl home building, State and local 
government projects, and corporate expenditures for new plant and 
equipment. 

This would tend to push long-term interest rates to higher levels, 
or to force more borrowing into the short-term area, which is already 
congested. 

4. Financing through the issuance of bonds creates inflationary 
pressures. 
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A pay-as-you-build program drains off, through taxes, funds to 
pay for the work. A borrowing program might of necessity have 
to rely on bank credit expansion. 

5. ‘The interest costs of the borrowing would add tremendously to 
the cost of the program. Without additional taxes there would be 
an accumlated deficiency in the highway trust fund of $12 billion 
by 1972. 

Financing of this deficiency by the issuance of revenue bonds 
would add, assuming an interest rate of 5 percent, about $8.5 billion 
in interest costs to the program and would require the continuation 
of present highway taxes until 1981. 

6. It is unlikely that the bond proposal would turn out to be a 
temporary financing device. Even if the interstate program as now 
planned were completed on schedule, it is improbable that most of 
the Federal highway revenues could be diverted after 1972 to debt 
repayment. 

Highway needs are too dynamic to expect that in 1972 a system 
planed 15 years earlier will be adequate to meet current needs with- 
out continuing highway construction on a very large scale. 

The end result could be that the Federal aid highway program 
would be permanently financed by a steadily expanding volume of 
debt. 

For all of these reasons, the Treasury Department urges that 
prompt action be taken to increase the tax on motor fuels as recom- 
mended by the President, in order that the highway program can 
go ahead without interruption. 

The Cuatrman. Mr. Robbins, we thank you, sir, for your state- 
ment. 

Mr. Stans, I want to pursue with you, momentarily, this question of 
language added by the Senate in the Commerce Department appro- 
priation bill for the fiscal year 1960. I have looked into this matter 
a little further since yesterday. 

Actually, I think the substance of the language in the Senate bill 
is really not different from the language in the House bill. Both of 
them seem to me to have made it clear that the Federal highway ex- 
penditures must be made from the trust fund and thus, in both cases, 
they would be limited by the amount of money in the trust fund. 
What is your reaction to this language ? 

Mr. Stans. Our reaction, Mr. Chairman, is that this language does 
not change the situation from what it was before. This does not in 
any way affect the amounts of money available or the ability to appor- 
tion funds any differently than under the existing law; nor does it, 
as we see it, affect the section of the law dealing with temporary 
advances by appropriation. 

The Cuatrman. Did the bill itself, though, make those appropria- 
tions for temporary advances? 

Mr. Stans. The bill did not. 

The Cuatrman. It is necessary, then, in order for this $500 million, 
say, that is not in the trust fund, and will be owed the States in this 
present fiscal year, for Congress to take some subsequent action of 
making available moneys from the general fund for transfer purposes! 

Mr. Stans. Failing the enactment rather promptly of the excise 
tax proposed by the President, and assuming no cutback in anticipated 
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expenditures, it would certainly be necessary for the Congress to take 
action to appropriate moneys from the general funds into the highway 
trust fund. 

The Cuarrman. And that would be approximately $500 million on 
the basis of the existing situation, rather than $241 million, the figure 
that we discussed sometime around the first of June when you were 
before the committee ? 

Mr. Stans. Yes. As we understand it, the work has progressed at 
amore rapid rate than originally contemplated some months ago, and 
the figure is now $500 million, roughly, as compared with the $241 
million figure that was placed in the budget. 

The CHarrMan. Mr. Stans, this is more or less conjectural, but in the 
event that the Congress did not see fit to make available a 114-cent 
increase in the gasoline tax or some other tax increase for the trust 
fund, or provide new funds from any other source, would the adminis- 
tration then, before Congress adjourns, feel compelled to recommend 
er appropriate some additional moneys for the highway 

und 

Mr. Stans. I would not be quite sure of that, because we are making 
efforts to determine what action, if any, could be taken by the Bureau 
of Public Roads, failing action by the Congress, to slow up the pro- 
grams within the States, or in one way or another to slow up for this 
fiscal year the payment of the funds. That study is underway, and 
I have not too much hope that any reasonable course of action would 
an a to avoid the problem with respect to the whole $500 
million. 

I would assume that if Congress failed to act, in January at the 
_— we would have to recommend some action along appropriations 

ines. 

The Cuarrman. Mr. Stans, I raise this, even though it is conjecture 
at this point, in order that I may be as well informed as I can be 
with respect to what might happen. 

Either we must make this amount of money available from the 
general fund, if we do not add to the trust fund, or else it will be 
necessary for the program to be cut back by direction to the Bureau 
of Public Roads not to permit any additional contracts to be entered 
into that would enlarge the deficit from $150 million to $500 million 
during this fiscal year. Is that what you are saying? 

Mr. Stans. That is correct. 

_ The Cuarrman. Even under that circumstance, if nothing is done, 
it would still be necessary, would it not, for an appropriation to be made 
out of the general funds of the Treasury if the money is not provided 
for the trust fund, at least to the extent of $150 million? We cannot, 
I assume, put ourselves in the position of having told the States to 
go ahead, through the suspension of the Byrd amendment in 1959 and 
1960, for apportionments in 1959 and 1960, and have reserved in 
that action the thought that we will make payments under these com- 
mitments so Jong as we have money in the trust fund to meet these 
commitments. I am sure we did not intend that. 

Mr. Srans. I do not think that was the intent. What I was trying 
to say, Mr. Chairman, was that I am not sure what amount of appro- 
priation action would be required, if there is no other revenue pro- 
vided than the highway trust fund, and it would take us some time 
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to determine what reasonable actions could be taken to slow up the 
outflow of money at the State level. 

As a matter of fact, Mr. Chairman, it may be necessary, even though 
the request for a 114-cent increase in gas taxes is granted by the Con- 
gress, to take action appropriating some temporary advances to get 
over the fall months when the fund will in fact be short by as much as 
a quarter of a billion dollars. 

The Carman. I have asked these questions, Mr. Stans, purely 
for information. I think it is a rather serious situation that we are 
in as a result of the shortage within the fund and the fact that appro- 
priation has not been made by the Congress to this date, and no 
action has been taken so far to provide additional funds for the trust 
fund itself. 

The $500 million, actually, as I understand, is a deficit at the moment, 
on the basis of our best calculations, largely due to action that was 
taken in 1958 with respect to the so-called D program, the addition 
of some $400 million of liabilities to the fund, plus the authority given 
to grant loans from the trust fund to the States—that amounts to 
in excess of $100 million. 

The two figures together approximate what we presently find to 
be the deficit in this present fiscal year, does it not ? 

Mr. Stans. Mr. Chairman, that is correct. 

The Cuarrman. Then we could say that if the speedup had not oc- 
curred, perhaps would have had enough within the trust fund to have 
taken care even of this. 

Mr. Stans. That is correct. It is always easy to look back in retro- 
spect and wish something had been done differently. But it is un- 
fortunate that at the time the program was expanded, the sources of 
revenue were not provided at the time. 

The CuarrMan. This matter gets more confusing all the time, be- 
cause there is more than one committee in the House and perhaps even 
in the Senate that seem to have jurisdiction over the problem of high- 
ways at the moment. I always question whether the best results will 
occur when there is so much split in jurisdiction as there is in this area. 

Did anybody point out last year, when this $400 million was being 
added and the authority to lend money to the States, what might hap- 
pen this year in the trust fund? I am talking about the committees in 
the Congress that handled it. 

Mr. Stans. Mr. Chairman, I am not familiar with the entire history 
of the hearings. The $400 million was added by the Congress, however, 
and the President in his signing statement on April 16 said this, and I 
am quoting : 

It will be necessary for the Congress in its next session to return to the subject 
of highway legislation in order to provide funds for the enlarged Federal assist- 
ance under this act. Its action at that time should accord with the sound prin- 
ciples that established the trust fund as a means of keeping Federal-aid high- 
way expenditures on a self-sustaining basis. 

The Cuarrmman. I remember that statement. But what I was think- 
ing about was, at the time this was being considered—I think it orig- 
inated in the Senate—were those who acted upon it at that time ap- 
prised of what might be happening asa result of that action in the trust 
fund in fiscal year 1960? 
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Mr. Srans. Mr. Chairman, I cannot answer on the basis of fact, I 
would think it inconceivable that it was not. If you wish, I will put 
astatement in the record to that effect. 

The CuarrMan. It is one thing for them to have taken this action 
fully aware of what they were doing, and another to have done it with- 
out perhaps much regard to what they were doing. Now we are 
caught in an emergency situation, at least, as a result of the combination 
of the two things. 

Let me pass now to this matter of how we get out of the predicament 
we are in. 

I asked a question yesterday afternoon of representatives of the 
Department of Commerce of the Bureau of Public Roads who were 
here: If we were to take it to be the administration position, what had 
been said, that there was just one area to which the Congress can look 
for a solution of these immediate problems in the financing of the high- 
ways program ; whether we were to be so limited in our area of endeav- 
oring to find a solution that we have no possibilities of doing anything 
that would be acceptable except the enactment of an increase in the 
gasoline tax ¢ 

Is that the conclusion that we are to draw from what has occurred ? 

Mr. Stans. Mr. Chairman, I would not say that any other course 
which provided new revenues to the highway trust fund without 
affecting the general budget would be unacceptable to the administra- 
tion. It is entirely possible that there may be a number of ways in 
which new revenues could be provided without affecting the general 
revenues. We give a lot of consideration to various ways of doing 
that: The imposition of a Federal registration tax on automobiles, 
trucks, and so forth. But after all the consideration of a number 
of alternatives, it was concluded that this was not only the easiest but 
the most equitable tax that we could devise. On that basis the recom- 
mendation was made. 

The CuatrMAn. Then you are saying, as I take it, that from the view- 
— of the administration, we are limited in the area where we can 
ook to find a satisfactory solution to that area which would produce 
additional revenues in some form or other for the trust fund, from so- 
called users of the highway system ¢ 

Mr. Srans. I would say so; yes. I think that precludes any action 
taking funds from the general fund of the Government or any process 
of borrowing against future revenues. 

The CHarrMan. Let us forget this borrowing from future revenues. 
I personally do not look with any favor upon that. But I must have 
a whole lot more information than I have now in order to reach a con- 
clusion that we could not justifiably transfer some revenues from the 
general fund, not in fiscal year 1960, but beyond fiscal 1960. When- 
ever a statement is made that it is not proper for us to take any 
revenues out of the general fund between now and 1972 because of 
the requirements of Government for revenues in the general fund, I 
get lost, because I cannot project estimates that far in advance. 
Somebody evidently has been able to do that, in order to get the 
President to reach the conclusion that the requirements of the general 
fund are to be such, between now and then, that no moneys can be 
transferred from the general fund to the trust fund without creating 
difficulties in the general fund. 
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If he meant and if he was thinking in terms of fiscal year 1960, 
I could thoroughly agree that the transfer of moneys from the 
general fund into the highway trust fund in that fiscal year might 
well create greater possibilities for deficits or actually be the cause of 
a deficit. But when we go beyond 1960 in our thinking, it is difficult 
for me to be persuaded. 

What do you think about this possibility: Let us look beyond 1960, 
Let us look to the fiscal year 1961, beginning July 1, 1960. 

What do we anticipate will be the situation? You have told us 
heretofore you thought that spending might be at the rate of $80 
billion because of increases in the defense costs, contracts placed here- 
tofore, missile programs, and things of that sort. Let us take that 
figure. We are now, both with respect to expenditures and receipts, 
at the level of $78 billion in fiscal 1960. We are expecting a further 
increase in economic activity. 

Is it out of the realm of possibility that in 1961 our revenues, on 
the basis of existing tax laws, may not approximate $82 to $85 billion? 

Mr. Stans. May I answer this question, reverting back first to your 
original comemnts, by pointing out that the recommendations for this 
tax are for a 5-year period, on a temporary basis, designed ‘solely to 
offset the situation that was created by the legislation last year. 

I do not think that is intended to preclude the possibility that the 
Congress might at any time along the way make other decisions 
regarding the highway program, the size of it, the time in which it 
should be completed or the ways in which the revenues should be 
raised. 

Looking ahead to 1961 and beyond, Mr. Chairman, I can only 
express my own feeling of great concern over the tendencies of the 
expenditures of the Government to continue to rise at a rapid rate. 
I have testified here before that it now appears as though there are 
$2 or $3 billion of what I called built-in increases in existing pro- 
grams of the Government that will cause expenditures to go up by 
that amount in 1961. Much of that continues into 1962, 1963, and 
succeeding years. 

Since the last time I testified on that there have been other factors 
that have tended to increase my concern. 

Pending legislation on the subject of veterans’ pensions could 
tend to increase the 1961, 1962, and 1963 levels of expenditures to 
some extent. 

Possible action on bills to aid education and other factors that are 
not considered in my $2 or $3 billion estimate give me great concern 
about where we are going over a period of years. 

I need only remind the chairman that the study made by the Com- 
mittee for Economic Development indicated that within 8 or 10 years 
we could be up to a budget level of $115 billion unless we found some 
means of exercising restraint. 

Answering your specific question, it is a bit early in the year for me 
to have any specific ideas of what the level of expenditures will be in 
1961 or what the level of revenues will be. As I said in my opening 
statement, there are a great many actions on the part of the Congress 
that can affect both of those estimates, and we would not be in a posi- 
tion to be very precise about them until the fall. 

For example, the public works appropriation bill as passed by the 
Senate and now in conference contains approximately 80 new starts, 
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having a total expenditure cost of about a billion and a quarter dollars 
over a period of years. The manner in which the Congress finally 
enacts that bill will have considerable bearing on 1961 and 1962 and 
the following years. 

I would not rule out of possibility a significant increase in revenues 
in 1961, but I could only, at the same time, point to the fact that there 
are uncertainties in situations such as even the steel strike and other 
factors that are always before us. 

There is a further long-range factor that I think needs to be taken 
into account in all of this: I do not believe any of us has confidence 
sufficient to believe that we are never again going to have recessions of 
one kind or another. We hope they will be less frequent than they 
have been in the past, and less severe. But if the experience of the 
last one is any measure of what we may expect in the future, we will 
run into conditions in which there will be, from a budget standpoint at 
least, extremely bad years. 

Our revenues will go down with any recession in activity, and the 
tendency will be, as it was last year, to increase spending or to reduce 
taxes in order to stimulate the economy. 

The only way, Mr. Chairman, that I can see, over a pee of years, 
in which we can maintain any stability in our national debt or hope to 


reduce it is to protect the possibility of having significant, worthwhile 
surpluses in some years in between. Whether 1961 has that possibil- 
ity I must say, Mr. Chairman, I am just not yet in a position to say. 

The Cuarrman. Mr. Stans, I do not disagree with anything you 
have said with respect to your concern about this bill being a factor 
of increasing Government costs. I have talked to you about it before, 


and I have that same concern. But what I am thinking about today 
is that the administration is about to decide that the budget situation 
over the lifetime of this proposed increase in gasoline tax, at least 5 
years, 1s going to be such that the problems of the highway trust fund 
within this period of time cannot be resolved by the transfer of 
moneys from the general fund. 

You have clearly indicated to me that you are not in any better 
position than I am to judge with any real accuracy what will be in 
the situation in 1961. 

Here is what I am thinking about: 

I do not want to be in a position of saying to my people or to the 
American people that I am perfectly- willing to increase the gasoline 
tax 114 cents a gallon for a 5-year period and find in 1961 a surplus of 
$6 billion or some such amount, and then have the Congress or the 
administration and the Congress together decide to reduce somebody 
else’s taxes. 

I would much prefer to approach the overall needs of the highway 
trust fund on the basis of an acceptance of the idea of transferring 
some of these taxes, not to take care of the whole situation—I am not 
talking about that—but the amount that is required along with some- 
thing else that might be done. 

I would much rather do that than to cause the American people to 
feel that we are imposing now, for a 5-year period, a cent-and-a-half 
tax on gasoline that might be permanent or at least last until 1972, and 
find ourselves, after having told them that it is necessary, giving a 
reduction in taxes to everybody else in a year or so. 
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You would not favor any more than I would increasing the gasoline 
tax by a cent and a half over a 5-year period and then having a tax 
reduction for everybody else during that 5-year period, would you! 

Mr. Stans. I would think there might be some feeling on the part 
of many people that that was inconsistent. 

The Cuarrman. And it would not be fair. 

Mr. Stans. I think it goes back, Mr. Chairman, to the question of 
who gets the benefit of the expenditure and how best you can levy 
taxes. Certainly the chairman is much more sophisticated on this 
than I am. 

But here is an area in which I believe you can reasonably well isolate 
the benefits that come from the highway program to the people who use 
the highways. Certainly I think that there is quite a parallel here 
to the position of the postal service in which you can isolate the benefits 
to the people who use the mails. 

I believe that this idea of a self-sustaining highway fund is con- 
sistent with the principle of assessing user charges generally. 

The Cuairman. Mr. Stans, you are not unmindful of this report 
that came in early this year about the great nonuser benefits in this 
Interstate System? We have had testimony from some of the wit- 
nesses this morning who have testified that this is a system that has 
defense benefits, a system that has benefits to the users, but has many 
additional benefits. It is for that reason that I hestitate to say that the 
entire burden of this thing must be placd on those who drive vehicles 
on it, or never get on it, to the extent that we are baing asked to in- 
crease those costs without giving any regard whatsoever to the possi- 
bility that may exist for transferring some of the $30-odd billion that 
will be going to the general fund from these same persons during the 
lifetime of this system. 

Certainly, if our general fund situation will permit us to do it, that 
is the logical, sane, fair way to handle it. Ifthe general fund situation 
will not permit this, then we have to face up to the fact of trying to 
get some additional money or cutting back this program, one or the 
other. I willagree with youonthat. — 

But if it is possible for us to be able to get by in the area of the 
general fund in 1961 and 1962—and you are already working, I am 
sure, within executive departments of the Government on some ideas 
of what the budget situation will be in fiscal 1961—if we can do it 
that way I think that is a fair way to do it. If we cannot do it, I 
want to be told that we cannot do it. 

There have been enough studies made and enough information ac- 
cumulated to indicate clearly that the fiscal situation in 1960 will not 

rmit the transfer of this money without running the risk of a deficit 
in the general fund. I no more want a deficit in the general fund 
than you do. 

Mr. Srans. All I can say, Mr. Chairman, is that I can assure you— 
and perhaps this is not assurance in the sense in which you would like 
it—I cannot see any possibility of a $6 billion surplus or anything like 
that in 1961, 

I have strong hopes that we will balance the budget, that we will be 
able to meet all of the real needs of the country. That means, of 
course, a surplus of something from $1 up. How much that may bel 
just cannot possibly predict. 
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It is true, as I am sure you know, Mr. Chairman, that when the 
Highway Act of 1956 was passed, a significant proportion of excise 
taxes in certain areas related to transportation were placed into the 
highway trust fund. Sol would be the last one to argue that it is not 
conceivable that more of that could be done. 

I think the decision can only be made in the broad sense of the needs 
of the country, the budget situation as a whole. 

If the chairman has in mind that kind of action by the Congress, 
I would hope that, as a minimum, the action taken now would be for 
2 or 3 years in increasing the gasoline tax, and then dealing with the 
subject in the context of the 1961 reports as to the cost of the program 
and the other factors that have to be dealt with, because it might very 
well be that changes in cost elements or changes in the magnitude of 
the program, and so on, would require reconsideration then of any 
actions taken now. 

The Cuarrman. Now you are saying what I wanted to hear you say, 
that you are not suggesting, or the administration is not suggesting, 
that this thing cannot be resolved except in the one way. I took it to 
be, from some statements that had been made earlier, that the com- 
mittee was not being given any room really to move around and find a 
solution in this area. But now, on the basis of your statement, I feel 
more relieved. 

You would accept something other than just what has been sug- 
gested, in all probability, if we act in a reasonable way and try to 
view this thing in the overall, and cut the overall cloth to fit the over- 
all revenue coming from all sources. 

You are aware of the fact, as I am, that our total take in the 1959 
fiscal year from the American economy was about $83 million, and 
that it is going to be about $94 billion in fiscal 1960, I think with that 
much money we ought to handle this thing without having to go to a 
cent-and-a-half increase in gasoline for a 5-year period. I believe we 
ought to be able to do it. I think, with your help, with the Congress 
recognizing the desirability and you folks recognizing the desirability 
of it, we can do it without this kind of an increase. 

It is the overall I am concerned about, and it is the overall you are 
concerned about. 

It does not do any good to take money out of the general fund and 
create a deficit there !f you are just. doing it to prevent a deficit in 
the trust fund. We recognize that. That is nothing but taking 
money out of one pocket and putting it into the other, and ending 
up with a hole in both of them before we get through. 

But if the situation in 1961 looks to us to be such that we can develop 
4 surplus in the general fund to compensate for this expenditure, 
I would rather use that surplus to maintain this road program to the 
extent necessary than to increase the taxes already levied on users of 
the highway system, which, as I recall, would total some $75 billion 
during this period of time. 

Mr. Stans. Mr. Chairman, I am sure I would not find myself very 
much in disagreement with what you have said. The administration 
roposal is one designed to offset. the actions taken by the Congress 
last year in expanding the size of the highway program, and to offset 
it within the most reasonable and logical period of time and within 
the principles expressed in the Highway Act itself. There are alterna- 
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tives which we would be most happy to consider at any time with 
the committee, with the chairman. 

The Cuairman. You understand what Iam talking about? It does 
not have anything to do with fiscal 1960. 

I agree with you, if there is to be help in that area, it cannot come 
from a transfer of funds from the general fund. If there is any 
additional money to be developed for the highway trust fund without 
running the risk of a deficit in the general fund, on the basis of present 
estimates it would have to come from some additional source, a new 
source or some old source with an increase in tax if we are to help the 
situation in fiscal 1960. 

What I am talking about is beyond that. 

Mr. Stans. Mr. Chairman, Mr. Robbins would like to comment on 
this subject. 

The CuarrMan. Yes. 

I did not mean to overlook you completely, but when I see Mr. Stans 
I get so absorbed with thoughts of balancing the budget and all that 
that I overlooked everything else. 

Mr. Rosprns. I just wanted to point out that the reason for the 
administration proposal of carrying this tax for 5 years is simply to 
make it possible to make apportionments in 1961 and 1962 which would 
carry through 1963 and 1964. 

When the study of the Commerce Department is available early in 
1961 and conclusions can be drawn from that or from other studies 
there is no reason why the Congress cannot take action at that time 
so that the gas tax will not run all through 1964, if some other way of 
handling it can be found. 

The CHarmrman. Gentleman, there is not much difference in our 
positions. 

I am against the issuance of bonds. You are against the issuance 
of bonds. 

I am against the suspension of the so-called Byrd amendment asa 
solution of the problem for an indefinite period of time. You are 
for the cent-and-a-half gasoline tax, and I am not. I want to give 
you some money in a different way. 

Mr. Mason. 

Mr. Mason. The first thing I want to do is tg say that I am in full 
accord with the reasoning of the chairman on this matter, full accord. 

Now, Mr. Stans, I have just one question in connection with your 
testimony. 

It seems that there is a wide difference of opinion on this 90-10 
ratio on this roadbuilding. We had testimony this morning that 90 
to 95 percent of the use of the Interstate System is intrastate use, not 
interstate case. That means, of course, local use rather than national 
use. 

You state in connection with the suggestion that we should change 
that 90-10 to 80-20 or 60-40, on the bottom of page 5, this Interstate 
System serves primarily national needs. The other testimony says it 
serves primarily State needs, intrastate needs, local needs. 

Somewhere between your statement and the statement that we were 
given this morning must be the truth because each statement is rather 
extreme, as I see it. 
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If perhaps 50 percent of the use is intrastate or 60 percent or 70 per- 
cent instead of 90, the ratio should be changed to accommodate itself 
to whether it is primarily national use or primarily State use; do you 
not think ? 

Mr. Stans. Mr. Mason, I do not disagree at all with the statistics 
showing that the use of the highways is primarily by people traveling 
within their own State. 

The point of saying that the highway system as a whole serves 
primarily national needs is simply to recognize the purpose of the law 
expessed in 1956, which was to develop a highway system for the 
benefit of all of the people of the country. 

I do not disagree at all that the use of it is primarily within the 
State by people living in the State. 

Mr. Mason. But you do not approve changing that ratio now from 
90-10 to 80-20 or something like that, which would then take care 
of the needs of paying for this highway ¢ 

Mr. Srans. I certainly would not have any objection, looking 
ahead, if the Congress decided to change that percentage. 

The point I make here is that that will not solve the present prob- 
lem because I would assume that the Congress would not want to in- 
validate existing commitments to the States. 

Mr. Mason. Oh, no. Any obligations already assumed would have 
to be on the 90-10 basis, but from now on it could be on the 80-20 or 
some other arrangement. We could only do it with respect to appor- 
tiomments beginning with the calendar year 1961 and from there on. 

That is all. 

The CuarrMan. Are there any further questions? 

Mr. Curtis. 

Mr. Curtis. Mr. Stans, I do not know that I shall be able to com- 
plete my line of questions before the next bell rings when we have to 
answer a quorum call, but I will endeavor to do so. 

I was very happy that you used the analogy of the postal service to 
the situation. The analogy seems to have a nicety about it that 
escapes some perhaps, the fact that the Constitution provides that we 
shall establish post offices and post roads. 

But one interesting difference is that the Post Office, although it op- 
erates with user charges, those are not earmarked; those go into the 
general revenues, do they not ? 

Mr. Stans. They go into a revolving fund which is used, to the ex- 
tent that they are available, to pay expenses of the postal service. 

Mr. Curtis. Yes, but as far as the accounting is concerned, are they 
not regarded as general revenue ? 

Mr. Srans. They are part of the general revenues of the Govern- 
ment in the sense that they are appropriated annually ; yes. 

_Mr. Curtis. Another interesting analogy is the general revenue out- 
side of the money coming from the user charges actually does take 
care of the deficit, does it not, in the Post Office? 

Mr. Srans. At the present time the Post Office is running at a 
rather substantial deficit. You are correct. 

Mr. Curtis. We have been for years doing that. 

I mention that not to give aid and comfort to the chairman’s theory 
that we should go to general revenue, but, rather, to point out that it 
is a fact. Frankly, from my standpoint, if we could get the Post 
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Office on a pay-as-you-go basis, recognizing the subsidies that we in- 
tend to grant, like rural free delivery and some other grants, and let- 
ting the general revenue take care of that, that would be much better 
rather than to use this as an argument to emulate it in the highway 
fund. I would much prefer seeing us correct those errors and not go 
on and get us into the same errors in a new area and have a highly 
unsound fiscal position as we have had in the Post Office. 

One other thing that has been brought out is that we are confronted 
with two problems. One is this temporary problem of the imbalance 
in this fund for the next few fiscal years. Then there is a very basic 
“oN amen problem where this fund is out—you used the figure—$12 
billion, which is an entirely different problem, although related, than 
the temporary one. 

You recognize that there is a distinction in this situation ? 

Mr. Srans. I am not sure I got the import of that question. 

Mr. Curtis. The first thing that faces us is this fiscal year and next 
fiscal year resulting to a large degree from the acceleration that we 
voted last year. That creates this immediate imbalance, and we need 
the funds. That is one problem. 

The other problem is this $12 billion additional cost that is now 
created, which is something else again. 

You said, though, that you thought the temporary problem resulted 
solely from the first. I question that. I think that it is primarily 
that, but I think that these increased costs have contributed to the 
immediate problem as well. Of course, they are contributing cur- 
rently and will continue to contribute. There is no question about 
that. 

I was putting the long-range problem aside for the moment be- 
cause of the restudy that is going to be made and reported to the Con- 
gress early in 1961 on the whole cost of the program. At that time, 
if the program is to be finished on schedule it will be necessary that 
there be significant increases again in the level of apportionment each 
year. I wanted to be sure that we did understand that. 

We are primarily working right now to solve the temporary prob- 
lem which, in my judgment, we have to solve regardless of what we do 
about it long range. 

I was very disturbed, particularly coming from the head of the 
Bureau of the Budget, about your statement in the last sentence of the 
first page and going on over: 


The law further declares, as a policy of the Congress, that whenever it ap- 
pears that total receipts of the trust fund will fall short of total anticipated 
expenditures, “the Congress shall enact legislation in order to bring about a 
balance of total receipts and total expenditures * * *.” 


That makes it appear as if you do not regard the ceiling that we 
put in the trust fund, the total of anticipated revenue over a period of 
years of $25 billion, as a ceiling. 

Do you regard the trust fund as a method of creating a limited 
amomnt af. money that would be available for a program over a period 
of time? 

It looks like one of these built-in increases that you object to—and 
certainly, if you interpret the trust fund in that light, we do that. I 
do not interpret it that way. 
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Mr. Stans. I do not either, sir. I interpret this to mean solely that 
within the authorization of the program, the objective is to keep the 
revenues and expenditures in balance each year, and if circumstances 
develop to the contrary, then the Congress has indicated its comimit- 
ment to enact new legislation. 

Mr. Curtis. Yes, but there are two sides to that. Again we have 
to look at the expenditure side, do we not, that this is not just an au- 
tomatic increase of expenditures, and therefore the Congress has to 
find revenue 

And, yet, I submit—and I regret it—that the administration has 
presented this as if there is only one side of the coin, that, because ex- 
penditures have gone up or are anticipated to go up, therefore we must 
increase revenues, 

Mr. Srans We are talking now about commitments already made? 

Mr. Curtis. We are talking now about the temporary, if we do that. 

Mr. Srans. That is right. 

Mr. Curtis. Then the next question is why you are so opposed to 
the revenue bond if it is simpler, or to elimination of the Byrd amend- 
ment which, in my opinion, always was cockeyed and a contrary 
philosophy to that of the trust fund theory. 

Mr. Stans. We are opposed to the lifting of the Byrd amendment 
because we believe that the original policy of the Congress to keep this 
on a pay-as-you-build basis was a sound one. 

Mr. Curtis. But the trust fund is a pay-as-you-build basis only in 
that it recognizes that your revenue flow is not constant each year. 
But it is pay as you go over the 16-year period. 

Mr. Srans. I have difficulty, I am sorry to say, finding a difference 
of opinion between us. Fin yet, I am not quite sure I understand 
the point you are making. 

Mr. Curtis. I am glad you do feel that the trust fund itself is a 
pay-as-you-go proposition. 

Mr. Srans. That is correct. 

Mr. Curtis. The Byrd amendment simply comes in and says each 
year that your revenues must be the same and not over the entire 
period of time. 

All I am saying is that the trust fund theory is contemplated to 
be pay as you go, but the Byrd amendment is restricting some of the 
procedures that were available under the trust fund to make it pay 
as you go. 

Mr. Oe I judge from this you are suggesting that it would be 
feasible to finance this by selling securities at this time. 

Mr. Curtis. I would say to get over the temporary situation, as 
long as it was very clear that the only thing that you are selling se- 
curities for is against future revenues that were already designated 
tocome into the trust fund. 

I am also suggesting that the next thing to do, or simultaneously, 
is to cut the program back to what we originally contemplated until 
we can figure out how to finance it. 

Mr. Srans. As to the second point, it may be necessary to cut the 
program back if means of financing it are not available. 

As to the first, that of selling bonds, I think the Treasury is in the 
best position to express the view on that with respect to the general 
- lem of financing the costs of the Government, and they have so 

one, 
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Mr. Curtis. Mr. Chairman, I know we have to go, but I would like 
very much to complete my interrogation. 

The Cuarrman. We will have to ask you gentlemen to come back, 
then, at 1:30. 

Without objection, the committee will adjourn until 1:30 today, 

(Whereupon, at 12:20 p.m., the committee adjourned until 1:30 
p-m., this same day.) 


AFTER RECESS 
(The committee reconvened at 2 p.m., Hon. Wilbur D. Mills (chair- 
man) presiding.) 

The CHamman. The committee will come to order. 


STATEMENT OF MAURICE H. STANS, DIRECTOR, BUREAU OF THE 
BUDGET; ACCOMPANIED BY SAMUEL M. COHN, CHIEF, FISCAL 
ANALYSIS; ARTHUR B. FOCKE, GENERAL COUNSEL; AND WIL- 
LIAM PFLEGER, JR., ASSISTANT DIVISION CHIEF, COMMERCE 
AND FINANCE DIVISION, BUREAU OF THE BUDGET; AND HON. 
LAURENCE B. ROBBINS, ASSISTANT SECRETARY OF THE 

TREASURY—Resumed 


The Cuaimman. Mr. Curtis? 

Mr. Curtis. Thank you, Mr. Chairman. 

Knowing the limitation of time concerning Mr. Stans, some of these 
questions I will pose and leave the record open, if I may, to have them 
answered later. 

There is one question that I do want to get clear, which is whether 
or not the law, as Congress wrote it, setting up this trust fund prin- 
ciple, actually set an effective ceiling on the amounts that could be 
spent over the period of time of this program. 

In other words, we anticipated about $25 billion of revenue, and I, 
for one, at any rate, thought we were putting that asa ceiling. Some 
people, though, have indicated that it is not an effective ceiling be- 
cause the annual expenditure rate can be greater than that, and the 
basis upon which the annual expenses are based are upon other criteria 
than a dollar limitation. 

I wonder what you might say to that, or if you would give me an 
answer for the record on just whether or not you feel that there is an 
effective, and I emphasize the word “effective,” ceiling on the amount 
that can be spent up until 1972 in the highway program. 

Mr. Srans. I would appreciate the opportunity, Mr. Curtis, of 
answering it in detail for the record, because it would make it possi- 
ble for me to check actual dates and facts, rather than to give you 
them from memory. 

Mr. Curtis. I appreciate that. I might add this: that if it is not 
an effective dollar ceiling, I think it is very important that Congress 
place an effective dollar ceiling upon it. 

As I visualize it, when we went to the trust fund formula, as a 
method of setting up a program, we were doing that in lieu of the 
usual methods of setting up a program in the Congress. The usual 
method is an authorization bill with a dollar limitation, and then an 
annual appropriation bill and a dollar limitation. 
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But under law, it is never to go beyond the total of the authoriza- 
tion unless the authorization is changed, 

If the trust-fund theory and the law setting it up does not have a 
dollar limitation in effect—and I say in effect because I know we are 
talking about estimates of revenue, but within the limitations of the 
estimates of revenue, which we have roughed out to be about $25 
billion—it becomes a very important thing. We are faced with a 
program that we were told would cost $25 billion, and now the esti- 
mates are of it costing $12 billion more. 

I am talking now about the Interstate System. Or at least $10 
billion more. It becomes important for us to know whether or not 
the Congress has authorized that because we have no dollar limita- 
tion, and whether or not the only limitation is this 40,000 miles, which 
isan entirely different type of limitation. 

(The information to be furnished follows :) 


The Federal-aid highway statutes contain both a financial and a mileage 
limitation on the Interstate Highway System: 

1. Section 108(b) of the Federal-Aid Highway Act of 1956 authorized appro- 
priations totaling $24,825 million. ‘This was increased in the Federal-Aid High- 
way Act of 1958 (section 7(b)) by $800 million to a total of $25,625 million. 

2. Section 108(d) U.S.C. 23 provides that the Interstate System “shall not 
exceed 41,000 miles in total extent.” 

The Bureau of Public Roads must operate within both of these limitations. 
The dollar authorization cannot be exceeded without further action by Congress. 
The law does not require, however, that 41,000 miles of roads be built within 
the dollar maximum fixed in the act. 

On the contrary, the report of the House Committee on Publie Works (H. 
Rept. 2022, S4th Cong., 2d sess.) says, “In any case, if more highway expendi- 
tures are required in these latter years, there will be sufficient opportunity to 
review the Federal-aid highway program before this need arises.” 

Section 209(b) of the Highway Revenue Act of 1956 also states, “It is hereby 
declared to be the policy of the Congress that if it hereafter appears—(1) that 
the total receipts of the trust fund * * * will be less than the total expendi- 
tures from such fund * * * the Congress shall enact legislation in order to 
bring about a balance of total receipts and total expenditures * * *.” 

The addition of section 209(g) (commonly called the Byrd amendment) in 
the Senate materially changed the House concept of a fund which would bal- 
ance over the entire period 1957 to 1972 (and which anticipated cumulative 
deficits during this time as high as $4,760 million) to one in which the receipts 
and expenditures of the fund would balance each year. 

The temporary waiver of this provision together with additional apportion- 
ments authorized for both ABC and Interstate Systems in the Federal-Aid- High- 
way Act of 1958 has resulted in the present imbalance in the fund. Even so, 
the total amounts apportioned and expended for the Interstate System over the 
life of the program cannot exceed $25,625 million unless Congress increases 
existing authorizations. If Congress had any intention that this amount of 
money would build 41,000 miles of roads, it has failed to say so. 

The total dollar authorizations are the effective limit, since under present cost 
estimates it would be impossible to build 41,000 miles of the Interstate System 
Within this total. It should be noted that section 104(b) of the Highway Act 
prohibits the inclusion of the last thousand of the 41,000 miles in making cost 
estimates for the System. 


Mr. Curtis. The second question is whether or not the Byrd amend- 
ment is consistent with the trust-fund theory. In my judgment, it is 
inconsistent. The trust-fund theory is, in itself, a pay-as-you-¢o prop- 
dsition, only it evens out the humps and valleys in revenue ..nd ex- 
penditures over a period of time. 

Sut certainly as I understand the trust-fund theory, it does limit 
the program over a period to 1972 to a certain sum of money. The 
Byrd amendment completely eliminates all the economies of evening 
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out the humps of revenue income and expenditures and puts it ona 
rigid, year-to-year basis. 

The reason I am interested in your answer as to whether or not the 
Byrd amendment is inconsistent with this is when we had the suspen- 
sion of the Byrd amendment, the Bureau of Public Roads seemed to 
go on the theory that it suspended the trust fund limitation, if any. 

So I think it is important to understand that. I will leave the 
record open for that answer. 

(The information to be furnished follows :) 


The original estimates of revenues and expenditures furnished by the Com- 
mittee on Ways and Means and included in its report (H. Rept. 1899, 84th Cong,, 
2d sess.) on the Highway Revenue Act of 1956 showed a balance for the entire 
period 1957 through 1972. During this period, however, annual deficits were 
estimated for the years 1960 through 1969 where were to be made up in 1970 
through 1972. 

The insertion in the law of section 209(g¢) (the Byrd amendment) contem- 
plated a balance of receipts and expenditures in the fund each year. Thus, the 
cumulative deficit anticipated in the House report for the years 1962 through 
1971 was to have been avoided and the schedule of apportionments by years as 
provided in the bill could not be made, based on the assumptions as to receipts 
and expenditures in the original House report. 

The net effect would be to reduce the apportionments in the earlier years 
and increase them in the later years. Under either method, however, receipts 
were expected to equal expenditures over the life of the program. Section 
209(g) in effect revised the apportionment schedule and provided a different 
method for balancing receipts and expenditures, but it was not inconsistent 
with the philosophy of a balanced fund. 


Mr. Curtis. The question already has been raised and asked con- 
cerning your statement about “which serves primarily national needs,” 
Certainly $4 billion of the increase in estimates come not from national 
needs at all, but very specifically is because of the emphasis on local 
traffic in this problem of whether you go through cities or around 
cities. 

If you care to elaborate on that particular point, I would appre- 
ciate it. 

(The information to be furnished follows :) 


One of the problems in determining the extent to which local needs are to be 
considered arises out of the language in the Federal highway laws as to the 
meaning of “national” and “local” needs. 

Federal highway laws do not define “national needs,” but state only that 
the system is “essential to the national interest.” (Title 28, United States 
Code, sec. 101(b).) This section also states that it is “the intent that local 
needs, to the extent practicable, suitable, and feasible, shall be given equal 
consideration with the needs of interstate commerce.” 

It may well be that a reevaluation should be made of the local needs which 
should be accommodated on the Interstate System if the Federal Government is 
to continue to provide 90 percent of the costs. The Congress may wish to give 
consideration to reviewing and more precisely defining the intent of such terms 
as “local needs,” “equal consideration,” and “national needs.” 

The additional $4 billion which is referred to as being required to meet addi- 
tional local needs does not relate solely to the consideration of whether the 
system goes through cities or around cities. It results from the application of 
the local needs concept to the entire Interstate System in both rural and urban 
areas and consists mainly of the cost of additional grade separations, inter- 
changes, and frontage roads serving both small and large municipalities. 


Mr. Curtis. On the expenditure side, I would like to put these 
questions into the record for your answer. Of course, I recognize 
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that this is primarily the Bureau of Public Roads answering, but I 
think the Bureau of the Budget has a job to look over what the vari- 
ous bureaus and agencies do. 

What traflic volume will a highway carry before it needs to be con- 
verted to a multilane expressway ? 

I understand from the experts it is 5,000 to 6,000 vehicles per day. 
If that is so, I suggest that there is a great deal in this program that 
is being built which is unnecessary at this time. 

Second, there is now actually designated 40,000 miles under the 
original financing. How many miles presently carry less than 5,000 
vehicles per day ¢ 

Then, why do we need to spend any money on this kind of mile- 
age during the next several years? In other words, if we are talking 
about a possible stretchout, there may not even be the need. A lot of 
this program has roads being built right now carrying less than 5,000 
vehicles a day. 

How many miles of all the roads that are actually multilane roads, 
toll or free, that may not be up to the interstate standards but are ac- 
ceptable for the time being are there? I understand there is quite a 
bit. 

Why spend money on these now? We are again talking about what 
we have to do now. 

No. 3: Why can we not use stage construction to get badly needed 
miles, leaving the refinements to bring up the standards later in the 
financing program ¢ 

That is the way highways have been built over a period of years. 

(The information to be furnished follows :) 


These are technical and factual questions which can only be answered in 
specifies by the Bureau of Public Roads. We have requested the Bureau to sup- 
ply answers and they are shown below. The standards employed by the Bureau 
of Public Roads are based on detailed engineering studies and experience in the 
construction of highways over a period of many years. Such standards for the 
Interstate System are established by the Secretary of Commerce in cooperation 
with the State highway departments. The Bureau of the Budget is not equipped 
to evaluate the technical engineering details supporting the many standards for 
traffic capacity, road alinement, vertical rise per mile, etc. 

The application of these technical standards, does, however, involve matters 
of judgment which can be and are subject to review on a less technical basis. 
The Bureau of the Budget has in the past and expects to continue in the future 
to raise appropriate questions with the Secretary of Commerce and the Bureau 
of Public Roads on the application of standards as part of our continuing review 
of all agency programs. 


ANSWERS BY THE BUREAU OF PUBLIC ROADS 


While the goal for the system is its ultimate adequacy for traffic forecast for 
1975, the pressing need is to cope with present-day traffic. The objective has 
been to complete as much mileage as possible adequate for current needs and to 
defer improvement to 1975 standards until subsequent stages of the program. 
This is discussed in detail in the progress report on the Federal-aid highway pro- 
gram submitted to Congress on January 30, 1959 (H. Doc. No. 74, pp. 2 and 3). 

Justification for stage construction involves consideration of the specific con- 
ditions which exist on each section of the system and of the economy of suc- 
cessive construction operations on the same section. There are many situations 
where the ultimate cost to complete the system would be greatly increased if the 
construction was done by several stages. In addition, increased cost would 
occur to highway users and the areas adjacent to the highway would be subjected 
to longer periods of disturbance. 
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Actually, in many areas a four-lane divided highway could be constructed for 
not much greater cost than for an adequate two-lane, two-directional highway, 
This is because of the requirement for greater sight distances on a two-lane road 
which requires straighter alinement, less vertical change, passing lanes on grades, 
and similar factors which increase initial cost. Under these conditions, the 
prudent course of action is construction of the four lanes, where required by 1975 
traffic, in the initial construction. 

Likewise it is often more economical to construct grade separation and other 
type structnres initially rather than to add these features at a later date when 
the roadways of the main highway are under high traffic volumes. 

Generally the criteria for selecting sections of the Interstate for construction 
has been to build where the facilities for carrying the present traffic have the 
greatest inadequacy. This includes, of course, the congested urban areas but 
also construction in some of the rural areas where the present facilities are 
seriously inadequate even for much lighter traffic load handled. 

Another factor is the necessity by law for simultaneous completion of the 
entire system by 1972. A program of this magnitude cannot all be completed at 
once or cannot have last minute refinements added to the full system. However, 
a sustained, continuous program having a definite completion date will permit 
proper selection and scheduling of the work with full consideration given to the 
merits of stage construction. 

Under ideal roadway conditions, favorable terrain, and reasonably uniform dis- 
tribution of traffic throughout the day, a 2-lane, 24-foot adequate highway can 
carry up to about 5,000 vehicles a day. However, this volume requires adequate 
horizontal and vertical sight distance for safe passing. On sections of highways 
with sharper horizontal curvature and rolling grades, a 4-lane divided highway 
would be necessary to adequately serve the traffic at volumes appreciably below 
the 5,000 vehicles per day. 

Experience and extensive research studies have shown that under ideal roadway 
conditions of a level, tangent, 2-lane highway with a 24-foot surface in good con- 
dition, free from lateral obstructions within 6 feet of its edges, and with no major 
intersections at grade, with traffic practically all being vehicles of passenger car 
size and type, the said 2-lane highway will accommodate the reasonably free or 
uninterrupted movement of vehicles per hour as follows: 1,500 vehicles per hour 
at an average speed of 30-35 miles per hour; 1,200 vehicles per hour at an average 
speed of 35-40 miles per hour ; 900 vehicles per hour at an average speed of 40-45 
nontiy per hour; 600 vehicles per hour at an average speed of 50-55 miles per 

our. 

Any reduction from the ideal roadway conditions or change from the condition 
that the predominant part of traffic is passenger cars will diminish the number of 
vehicles that can be accommodated by the highway. 

Traffic movements have different volumes throughout each day, varying from 
small volumes during night hours to large volumes during early morning and 
late afternoon hours. Also, the volumes of traffic vary on different days of the 
week, and vary during the seasons or months of the year. 

Highway engineers have for some years designed and built highways to have 
sufficient capacity to accommodate the estimated daily high peaks of traffic vol- 
umes at reasonable speeds. 

If an existing road has less than the ideal conditions as cited, or is actually 
carrying more traffic during the high peaks than cited, there is congestion, delay, 
and increase in safety hazards and cost of vehicular operation. At that time the 
highway engineer makes an evaluation of present and future traffic volumes, and 
the costs to improve the existing 2-lane road to a 2-lane road having greater 
capacity or to provide a 4 or more lane highway. 

The geometric standards approved for the Interstate System highways pro 
vide that where the peak traffic volumes as forecast to exist in 1975 exceed 700 
vehicles per hour, a 4-lane divided highway is to be provided. Also, that if the 
roadway conditions are less than the ideals, a 4-lane divided highway shall be 
provided even if the traffic volumes forecast for 1975 are less than 700 vehicles 
per hour. 

Annual average daily traffic volumes corresponding to these criteria for dis 
tinction between a 2-lane and a 4-lane divided highway will in general range 
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from 4,000 to 5,000 vehicles. This is based on experience record that volume in 
peak flow is in range of one-sixth to one-seventh of the total daily flow. 

As derived from the traffic forecasts made as a part of the 1958 estimate, about 
one-half of the mileage of the Interstate System as then designated would be 
carrying traffic volumes of less than 5,000 vehicles a day if such system had 
been in full service condition as of 1957. However, it is expected that less than 
one-twelfth of the mileage of the Interstate System will be carrying traffie 
yolumes of less than 5,000 vehicles a day in 1975 if the system is in full service 
condition at that date. 

As of January 1, 1959, there were about 2,600 miles of free roads and about 
2200 miles of toll facilities on the Interstate System, or a total of about 4,800 
miles, adequate for 1958 traffic. It is not planned to do more construction on 
those roads until later in the program. 

Also as of January 1, 1959, there were about 6,600 miles of free roads and less 
than 50 miles of toll facilities on the Interstate System, or a total of about 6,650 
miles, that were improved but not to a stage classed as being adequate for 1958 
traffic, or were under construction as of that date and not in service. Timing of 
further improvement will be dependent upon traffic conditions. 

The remaining mileages of roads in the interstate traffic corridors are serving 
today’s traffic but not adequately. Many of these miles are being taxed above 
the practical capacity of the highway and many sections do not include control 
of access or other design features necessary for safety and the expeditious move 
ment of traffic. 

The general approach to scheduling construction is to provide for the greatest 
traffic needs first. 

The 4,800-mile and 6,650-mile figures are derived from House Document No 
74, 86th Congress, 1st session, ‘Progress Report on the Federal-Aid Highway 
Program,” A summary of table 1-A of that report is presented herewith. 


Status of Interstate System improvement as of Jan. 1, 1959 


Mileage 


Improvement status 
Free Toll 
facilities facilities 


. 2, 618 2, 213 


Improvements fully or substantially meeting design standards 
for the Interstate System and having controlled access at least to 
the extent that all private driveway connections are prohibited 
and only occasional grade separations are yet to be provided. 
2. Improved but not adequate for 1958 traffic “ 
Further improvement needed, such as higher-type surface 
(e.g., stage construction where temporary surface is being used) 
more traffic lanes, additional major structures, additional control 
of access, or other major construction or reconstruction. 
3. Under construction - 
Construction underway or advertised, including sections on 
which some lanes are open to traffic but additional lanes are still 
under construction. 


9, 208 | 2,255 | 11,463 


Source: Progress Report on the Federal-Aid Highway Program (H. Doc. 74, 86th Cong., Ist sess.) 


Mr. Curris. The other matter on expenditures is this: The General 
Accounting Office has made two reports, one last year and one this 
year, in which they criticized, in some detail, some of the expenditure 
side of this program. 

I think we have to get into the expenditure side if we are going to 
really solve this problem. I am mainly talking about the permanent 
problem, although the permanent has a great deal to do with solving 
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Actually, in many areas a four-lane divided highway could be constructed for 
not much greater cost than for an adequate two-lane, two-directional highway, 
This is because of the requirement for greater sight distances on a two-lane road 
which requires straighter alinement, less vertical change, passing lanes on grades, 
and similar factors which increase initial cost. Under these conditions, the 
prudent course of action is construction of the four lanes, where required by 1975 
traffic, in the initial construction. 

Likewise it is often more economical to construct grade separation and other 
type structures initially rather than to add these features at a later date when 
the roadways of the main highway are under high traffic volumes. 

Generally the criteria for selecting sections of the Interstate for construction 
has been to build where the facilities for carrying the present traffic have the 
greatest inadequacy. This includes, of course, the congested urban areas but 
also construction in some of the rural areas where the present facilities are 
seriously inadequate even for much lighter traffic load handled. 

Another factor is the necessity by law for simultaneous completion of the 
entire system by 1972. A program of this magnitude cannot all be completed at 
once or cannot have last minute refinements added to the full system. However, 
a sustained, continuous program having a definite completion date will permit 
proper selection and scheduling of the work with full consideration given to the 
merits of stage construction. 

Under ideal roadway conditions, favorable terrain, and reasonably uniform dis- 
tribution of traffic throughout the day, a 2-lane, 24-foot adequate highway can 
carry up to about 5,000 vehicles a day. However, this volume requires adequate 
horizontal and vertical sight distance for safe passing. On sections of highways 
with sharper horizontal curvature and rolling grades, a 4-lane divided highway 
would be necessary to adequately serve the traffic at volumes appreciably below 
the 5,000 vehicles per day. 

Experience and extensive research studies have shown that under ideal roadway 
conditions of a level, tangent, 2-lane highway with a 24-foot surface in good con- 
dition, free from lateral obstructions within 6 feet of its edges, and with no major 
intersections at grade, with traffic practically all being vehicles of passenger car 
size and type, the said 2-lane highway will accommodate the reasonably free or 
uninterrupted movement of vehicles per hour as follows: 1,500 vehicles per hour 
at an average speed of 30-35 miles per hour; 1,200 vehicles per hour at an average 
speed of 35-40 miles per hour ; 900 vehicles per hour at an average speed of 40-45 
ng per hour; 600 vehicles per hour at an average speed of 50-55 miles per 

our. 

Any reduction from the ideal roadway conditions or change from the condition 
that the predominant part of traffic is passenger cars will diminish the number of 
vehicles that can be accommodated by the highway. 

Traffic movements have different volumes throughout each day, varying from 
small volumes during night hours to large volumes during early morning and 
late afternoon hours. Also, the volumes of traffic vary on different days of the 
week, and vary during the seasons or months of the year. 

Highway engineers have for some years designed and built highways to have 
sufficient capacity to accommodate the estimated daily high peaks of traffic vol- 
umes at reasonable speeds. 

If an existing road has less than the ideal conditions as cited, or is actually 
carrying more traffic during the high peaks than cited, there is congestion, delay, 
and increase in safety hazards and cost of vehicular operation. At that time the 
highway engineer makes an evaluation of present and future traffic volumes, and 
the costs to improve the existing 2-lane road to a 2-lane road having greater 
capacity or to provide a 4 or more lane highway. 

The geometric standards approved for the Interstate System highways pro- 
vide that where the peak traffic volumes as forecast to exist in 1975 exceed 700 
vehicles per hour, a 4lane divided highway is to be provided. Also, that if the 
roadway conditions are less than the ideals, a 4-lane divided highway shall be 
provided even if the traffic volumes forecast for 1975 are less than 700 vehicles 
per hour. 

Annual average daily traffic volumes corresponding to these criteria for dis 
tinction between a 2-lane and a 4-lane divided highway will in general range 
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from 4,000 to 5,000 vehicles. This is based on experience record that volume in 
peak flow is in range of one-sixth to one-seventh of the total daily flow. 

As derived from the traffic forecasts made as a part of the 1958 estimate, about 
one-half of the mileage of the Interstate System as then designated would be 
carrying traffic volumes of less than 5,000 vehicles a day if such system had 
been in full service condition as of 1957. However, it is expected that less than 
one-twelfth of the mileage of the Interstate System will be carrying traflie 
yolumes of less than 5,000 vehicles a day in 1975 if the system is in full service 
condition at that date. 

As of January 1, 1959, there were about 2,600 miles of free roads and about 
2200 miles of toll facilities on the Interstate System, or a total of about 4,800 
miles, adequate for 1958 traffic. It is not planned to do more construction on 
those roads until later in the program. 

Also as of January 1, 1959, there were about 6,600 miles of free roads and less 
than 50 miles of toll facilities on the Interstate System, or a total of about 6,650 
miles, that were improved but not to a stage classed as being adequate for 1958 
traffic, or were under construction as of that date and not in service. Timing of 
further improvement will be dependent upon traffic conditions, 

The remaining mileages of roads in the interstate traffic corridors are serving 
today’s traffic but not adequately. Many of these miles are being taxed above 
the practical capacity of the highway and many sections do not include control 
of access or other design features necessary for safety and the expeditious move- 
ment of traffic. 

The general approach to scheduling construction is to provide for the greatest 
traffic needs first. 

The 4,800-mile and 6,650-mile figures are derived from House Document No 
74, 86th Congress, 1st session, “Progress Report on the Federal-Aid Highway 
Program.” A summary of table 1—A of that report is presented herewith. 


Status of Interstate System improvement as of Jan. 1, 1959 


Mileage 


Improvement status 
Free Toll Total 
facilities facilities 


1, Adequate for 1958 traffic 2, 618 
Improvements fully or substantially meeting design standards 
for the Interstate System and having controlled access at least to 
the extent that all private driveway connections are prohibited 
and only occasional grade separations are yet to be provided. 
2. Improved but not adequate for 1958 traffic ‘ 2, 636 29 2, 666 
Further improvement needed, such as higher-type surface 
(e.g., stage construction where temporary surface is being used) 
more traffic lanes, additional major structures, additional control 
of access, or other major construction or reconstruction. 
3. Under construction _ - i 4, 954 13 3, OOF 
Construction underway or advertised, including sections on 
which some lanes are open to traffic but additional lanes are still 
under construction. 


2, 213 


Source: Progress Report on the Federal-Aid Highway Program (H. Doc. 74, 86th Cong., Ist sess.) 


Mr. Curris. The other matter on expenditures is this: The General 
Accounting Office has made two reports, one last year and one this 
year, in which they criticized, in some detail, some of the expenditure 
side of this program. 
I think we have to get into the expenditure side if we are going to 
ally solve this problem. Iam mainly talking about the permanent 
problem, although the permanent has a great deal to do with solving 
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the temporary, too. There is no sense in solving anything tempo- 
rarily, if we will just be in this mess again. 

The Bureau of Public Roads said that part of their increased esti- 
mates were the result of increased costs, 12 percent over the period 
of 1954 to 1958. Yet that is a period when we had pretty steady 
yb in other areas, at least in the consumer and wholesale price in- 

ex it was rather constant. 


That still could be an explainable deviation, but it certainly needs 
explanation. 


(The information to be furnished follows :) 


The Bureau of Public Roads reported that the cost of highway construction 
increased by 12 percent between mid-1954 and the last half of 1956. 

The composite index of highway construction costs issued by Public Roads 
has been recognized since 1933 as the national index to reflect the trend and 
changes in national average bid prices of highway construction items. The 
quarterly price index in mid-1954 and the last half of 1956 were used because 
these were the most current cost figures applicable to highway work at the 
time the two estimates were made. 

During this same period, according to the index of the Bureau of Labor 
Statistics, the wholesale prices of all commodities other than farm and food 
products increased by 8 percent; wholesale prices of metals and metal products 
increased by 17 percent, and machinery and motive products rose by 13 percent. 
General construction costs, as measured by the Department of Commerce con- 
posite construction cost index, increased by about 9 percent. 

The increase in the highway construction cost index during this period reflects 
in part the fact that this index is based on bid prices rather than on direct 
costs to contractors, consumers, or wholesalers. The bid price contains the 
contractor’s margin for profit, depreciation, and replacement. Between 1952 
and 1954 this margin was squeezed due to the more competitive conditions which 
then prevailed. As a result, the highway construction cost index declined dur- 
ing these years, while the general construction and other indexes increased. If 
the period of decline is not used as a benchmark the price rise is not as great. 
For example, between 1952 and the first quarter of 1959, the cost of highway 
construction increased by only 3 percent, approximately. Between 1957 and 
the first quarter of 1959 highway costs actually declined by about 1.5 percent, 
reflecting, in part, the effects of the recent recession on bid prices and, in part, 


the improved efficiency of highway construction despite increased materials 
costs. 


Mr. Curtis. The question has come up on cost of utility adjust- 
ments. 

Mr. Chairman, these are purported answers that the Bureau of 
Public Roads has supplied to questions previously asked. I would 
like to put those into the record at this point. 

One is on the Interstate Highway System cost of utility adjust- 
ments, one the estimated cost of application of the Davis-Bacon Act 
provision, one on the estimated cost of right-of-way. 

Those are just some of the areas of increased costs and require, in 
my judgment, explanation of whether or not this has not been a lavish 
program. 

(The information to be furnished follows :) 

The utility and Bacon-Davis provisions in the highway laws were inserted 
by the Congress and are being observed by the Bureau of Public Roads as a 
matter of law. While they may have increased costs in some instances, we are 


not aware of any costs being incurred beyond those required by the law as 
enacted. 


Concerning the estimated cost of right-of-way, the Bureau of Public Roads 
informs us that the costs in the 1955 estimate exceeded by $500 million the costs 
in the 1958 estimate. 
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TabsLe 1—Comparison of 1957 estimate of Federal aid highway expenditures with 
July 1, 1959, estimate 


{Millions of dollars] 


Amount 1959 
Program 1957 estimate | July 1, 1959 | estimate ex- 
estimate ceeds 1957 
estimate 


$13, 398 1 $15, 914 
0 400 


165 
Bridge and dam 4 


Subtotal ABC and other i 16, 514 


Interstate: 
Balances of prior authorizations 0 315 
Additional cost per sec. 108(d) 0 
Cost of additional 1,452 miles 
Cost of additional 1,000 miles 
Contingencies 


Subtotal, interstate 


Total expenditures 


1 Includes $103 million of “‘L’’ funds. 


No. 1. INTERSTATE Highway SystTeM Cost or UTILITY ADJUSTMENTS 


Since the date of approval of the act on June 29, 1956, 19 States have enacted 
legislation providing for payment of the cost of relocating utility facilities. 
Legislation in 13 of these States is applicable to payment for utility adjustments 
only on account of highway projects on the Interstate System. 

The total cost of utility adjustments, submitted in the report to Congress of 
January 7, 1958 (H. Doe. 300, 85th Cong.), included an estimate of $393.131 
million out of a total estimated cost of the Interstate System of $37,622 billion. 

We have no way of determining how much of the $393.131 million is a result of 
section 111 of the Federal-Aid Highway Act of 1956. 


No. 2. INTERSTATE HiGHWAY SYSTEM ESTIMATED Cost oF APPLICATION OF DAVIS- 
Bacon Act PROVISIONS 


Since our Federal-aid highway work is awarded through competitive bidding 
to contractors, it is difficult for the State highway and Bureau engineers to 
segregate the costs resulting from the Davis-Bacon Act provisions from the con- 
tractors’ bid prices. Some contractors are union, others are not. Some use 
different types of construction equipment which vary the labor demands. All of 
these have an important effect on the contractors’ bids, but figures revealing these 
are not available to the States or to the Bureau. 

Consequently, we are attaching hereto a statement regarding the effect of the 
Davis-Bacon Act on bid prices furnished us by the Associated General Contrac- 
tors of America. 


COMMENTS ON Errect oF Davis-Bacon Act RECEIVED BY ASSOCIATED GENERAL 
CONTRACTORS NATIONAL HEADQUARTERS FROM FIELD CHAPTERS 


1. Carolinas branch 

Carolinas branch Associated General Contractors representing approximately 
400 general contractors and nearly 1,300 subcontractors associated with the high- 
way program wishes to go on record as being firmly convinced that the inclusion 
of the provisions of the Davis-Bacon Act has increased the cost of interstate 
highway construction in North Carolina and South Carolina between 5 and 7 
percent, To include Davis-Bacon on all highway construction would indubitably 
increase the cost to the taxpayers at least 15 percent. 


2. South Dakota 


Estimate Davis-Bacon has already increased interstate costs 6 percent this 
expected to climb rapidly. 


y 
Expenditures: 
165 
31 
4 
e | 5 
e 8, 452 
1, 452 
000 
; 
r 
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8. Arkansas 


Arkansas chapter advises that highway costs in Arkansas are increased 5 per- 


cent (as result of Davis-Bacon provisions). 
4. Kansas 


Rates pushed costs up above the highway commission estimates as to rates ip 
many cases, but cannot express the increase in terms of dollars and cents or 
Excess rates over the highway commission’s of 15 cents for labor- 
ers in Trigo County, 20 cents for roller operators in Geary County, and 10 cents 


percentages. 
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for carpenters on interstate work in various other areas. 


5. North Dakota 


Cannot estimate additional costs, but amount is substantial and it tends to 
increase costs of all highways and other construction. 


NO. 3. 


Two estimates are attached showing the estimated Federal obligations for 
acquisition of right-of-way on the Interstate System. 
estimated obligations for such purpose based on the amounts authorized for the 
Interstate System under present legislation and the estimated highway trust 
Under these provisions the 
total funds available for the Interstate Highway System is $23.314 billion. The 
estimated cost of right-of-way for this total estimate is $3.150 billion. 

The other statement shows the estimated obligations for right-of-way based 
on the estimated Federal cost to complete the 40,000-mile Interstate System. 
The amount that we are currently using for this cost is $36 billion. 
mated cost of right-of-way for this total estimate is $4.860 billion. 


fund revenues to be derived from present 


INTERSTATE HIGHWAY SYSTEM ESTIMATED COSTS OF RIGHT-OF-WAY 


taxes. 


of-way acquisition and in total fiscal years 1957-71, inclusive 


{In millions] 


One estimate shows the 


The esti- 


Estimated interstate obligations under program to complete construction of 
40,000-mile system by June 30, 1972—Estimated interstate obligations for right- 


Right- 
of-way 
acqui- 
sition 


Fiscal year Total ! 


Fiscal year 


Right- 
of-way 
acqui- 
sition 


300 2, 500 


$340 | $2,700 
350 2,800 
350 2, 800 
350 2,800 
350 2, 800 
300 2, 500 

3 1, 506 
4,860 | 36,000 


and in total fiscal years 1957-71, inclusive 


1 Includes surveys and design, right-of-way acquisition, and construction. 


[In millions] 


Estimated interstate obligations under present legislation (1958 act authoriza- 
tions subject to sec. 209(g) and estimated highway trust fund revenue from 
preesnt taxes)—Estimated interstate obligations for right-of-way acquisition 


Right- | 


Fiscal year Total ! | 


Fiscal year 


Right- 
of-way 
acqui- 
sition 


1 Includes surveys and design, right-of-way acquisition, 


and construction. 
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Mr. Curtis. There is one other question which has been posed, but 
I would like to have a more complete answer, if it is possible, for the 
solution of the long-range program. That is, whether or not 90-10 
matching funds actually is conducive to holding down expenditures 
on these programs. 

The experience of this committee with matching funds, and we have 
had quite a bit of experience with it, would indicate that 90-10 is 
just an impossible situation. It just is not conducive for holding the 
expenditures down. 

Therefore, for the long-range program, whether or not a 75-25 ratio 
for example would be better poses another question. Actually, in 
solving the policing of this we may also solve the fiscal aspects. If it 
were shifted that way, we would not run out of money. In fact, we 
could complete the highway at the increased cost estimated. 

(The information to be furnished follows :) 

Any program in which only 10 percent of the financing is furnished by the 
agency preparing the basic plans and entering into and administering the con- 
struction contracts is not likely to be conducted at minimum costs. The Con- 
gress may well want to consider revising the percentage paid by the States in 
order to provide additional inducements to keep the cost of completing the system 
at a minimum. 

In order to complete the Interstate System at the presently estimated cost of 
$36 billion, with the Federal share limited to $25 billion, the States would have 
to match apportionments made for 1961 and subsequent years at the rate of 
approximately 37 percent. A ratio of 75-25, beginning with the 1961 apportion- 
ment, would not complete the system under present cost estimates and the 
limitation of $25 billion on the Federal share. 

Mr. Curtis. In the proposed alternatives on revenue that you men- 
tioned in your paper, there are certain things that you do not mention 
asalternatives. I donot believe that you have stated the alternative of 
the Case proposal, or something like that, accurately in your statement 
of alternatives. 

As I understand it, it is this, or at least it is the alternative that I 
would suggest. It actually emphasizes the trust-fund theory and gets 
us over the temporary problem. That is to gain the revenue needed 
for fiscal 1960, the revenue needed for fiscal 1961, No. 1, by eliminating 
the Byrd amendment. 

As far as Iam concerned, the Byrd amendment should be completely 
eliminated if we really make of the trust-fund theory the limitations 
that at least I thought we had. And then getting this revenue from 
short-term revenue bonds. I emphasize “short term.” These will be 
bonds which will be paid for only out of anticipated revenues that we 
know are coming into the highway trust fund. 

To me, that is the best way to proceed, for this reason: If we went 
the route that the administration suggests of increasing taxes, we are 
going to give more revenue into this program than we anticipated. I 
do not propose to give a program that has been conducted as it has 
up to date more revenue through what I call their own poor manage- 
ment. I think they should be limited to the revenue that they can 
anticipate. 

As [ have described it, it should be like a child’s allowance. If my 
children overspend in the September allowance, for example, I let them 
know that I will advance them their allowance for October, but when 
October comes they have to cut back on their expenditures. 
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That is the principle I see in the automobile association and in the 
Case proposal. It seems to me to be a sound one. 

You do not make that as an alternative suggestion, and I would 
like to have your comments on that for the record. 

Mr. Srans. If you do not mind, I think it would be more helpful if 
you have Treasury’s comment. 

Mr. Curtis. I would like Treasury’s comments, too, because they 
have the problem of marketing the bonds, I appreciate, but on the 
other hand, the Bureau of the Budget has the problem from the stand- 
point of fiscal management, as I see it. 

Mr. Stans. All right. 

(The information to be furnished follows:) 


Senate Joint Resolution 109, Senator Case’s proposal, would create an undesir- 
able precedent by deferring the long-term solution of the highway trust fund 
financing problem in favor of the short-term expedient of borrowing. The re- 
sulting delay in tax increase would add to the amount of taxes required to re 
store and maintain the pay-as-you-build principle of the trust fund. The inter- 
est costs of borrowing under Senate Joint Resolution 109 could exceed $2 bil- 
lion and would reduce the amount of funds otherwise available for highway con- 
struction. Furthermore, bonds issued to finance highway construction would 
compete with Treasury issues, and would aggravate the Treasury’s debt manage 
ment problems. The proposed highway bonds would also compete with bonds 
issued by State »ud local governments and by private individuals and could make 
their borrowing more costly. 

As a general rule, we believe that in prosperous times there is no more jus- 
tification for deficit spending and debt issue by trust funds than there is for 
general fund deficit and increases in the public debt. Both are undesirable. 


STATEMENT PREPARED FOR INSERTION IN THE HEARINGS BEFORE THE COMMITTEE 
ON WAYS AND MEANS, JULY 23, 1959 


The Treasury Department is opposed to the issuance of revenue bonds for the 
financing of the highway program. 

Almost 80 percent of trust fund receipts are accounted for by the gasoline tax, 
which is a very stable source of revenue. Other sources of revenue are also 
relatively stable and the possibility of year-to-year variations of tax receipts 
of a magnitude warranting the issuance of revenue bonds will almost certainly 
not occur. Therefore, it cannot be said that revenue bonds are required to even 
out construction programing. 

Senate Joint Resolution 109, introduced by Mr. Case, would provide, pending 
legislation to be enacted in 1961, for the issuance of highway trust fund revenue 
bonds in an amount not to exceed $5 billion to provide funds to meet obliga- 
tions under apportionments for the fiscal years 1961 and 1962. However, while 
this expedient would meet the immediate financing problem, it provides no 
solution for the deficiency in the trust fund created by the excess apportion- 
ments already made for 1959 and 1960 and would increase the deficiency by 
permitting excess apportionments for 1961 and 1962. The net effect of Senate 
Joint Resolution 109 would be to enlarge the immediate deficiency several times 
and, by deferring a decision on new revenue sources until 1961, would eventually 
require larger increases in tax rates than would be required by immediate action 
if the program is to be maintained at the level presently contemplated. 

If, on the other hand, it is assumed that these excess apportionments were 
advances on later apportionments with the interstate program to be limited to 

25 billion total expenditure, the only solution would be to cut back the pro 
gram immediately, since there is no reasonable prospect that present tax sources 
will provide sufficient revenue to meet debt service costs and at the same time 
maintain future apportionments anywhere near present levels. 

In addition, any interim bond financing measure of this type is, of course, sub- 
ject to the general objecticns contained in Assistant Secretary Robbins’ state 
ment. 


Mr. Curtis. I again want to emphasize that I see no sense in solving 
a temporary problem if we are not going to solve the permanent one, 
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too. Therefore, any temporary solution in my judgment should not 
do violence to what we think would be the long-range program. I 
think that this short-term revenue bond approach would not do 
violence to the trust-fund theory. In fact, it would enhance it and 
strengthen it. Then if we do make the long-range corrections, we 
will have a program that can go ahead. 

I have one final statement on this for any further comment. The 

roposals I am making do not necessarily mean that we cannot, if it 
is necessary, if this Nation needs more roads than $25 billion will buy, 
I am one who is certainly willing to listen to it, but I will not be put 
in a box as a legislator of having people spend beyond their limit, 
and then come in and say to this committee that “You just have to 
figure out how we are going to get the money for it,” particularly 
when they do not even come in and give very good explanations of 
why they have overspent. 

But if we do need to spend more than $25 billion, I, as a Member of 
Congress, would certainty be happy to listen to the pleas for enlargin 
the program. But I think it should be done through congressiona 
action. 

(The information to be furnished follows :) 

In the answer to previous questions, it was pointed out that no more can 
be apportioned to the States nor expended than the Congress authorizes. Al- 
though under current cost estimates the 41,000 miles authorized could not be 
completed within the $25,625 billion authorized for apportionment, it appears 
that the law contemplated and anticipated changed cost estimates as the pro- 
gram progressed. To some extent, this was recognized by the Congress in the 
1958 act which increased the 1959, 1960, and 1961 authorized apportionments 
by $800 million without decreasing subsequent year apportionments. 

Mr. Curtis. I hope in asking these questions and getting the an- 
swers that the Bureau of the Budget will start asking these questions 
of the Bureau of Public Roads, and that the GAO reports and other 
examinations into why we got into this mess will be carried on, because 
I think in getting into that aspect of it, we might come up with a pro- 
gram that will work and we can set up in 1959 some program to be 
terminated in 13 years, in advance. 

The answer may be that Congress should have never gone along on 
a long-range program; that may be the answer. I would hate to come 
to that conclusion. I thought with the trust-fund theory we did have 
an answer as to how we could make long-range planning and proposed 
expenditures. But, if in granting that, the proper discipline is not 
exercised by the departments granted that authority, we are going to 
have to come back to a hand-to-mouth operation, which the Byrd 
amendment, I might say, envisions, which I think is pretty poor eco- 
nomics, and certainly is not the thrifty way of doing something. 

Thank you, Mr. Chairman. 

The Cuamman. Without objection, the responses requested by the 
gentleman from Missouri will be included in the record, Mr. Stans, at 
the point where the request was made. 

Mr. Curtis. Mr. Chairman, also on those questions, if the Treasury 
Department would care to answer or comment on any of those, I 
would be very happy to get their comments. 

I did want to say this about the Treasury Department’s report: On 
page 2, it is stated, “There would appear to be only three alternatives, 
one to finance the projected deficit with new taxes, two, to cut back or 
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stretch out the construction program; or, three, a combination of the 
two.” 

I regret to say that The Treasury’s paper then devotes itself solely 
to alternative 1. I suggest that Treasury do a little thinking on alter- 
natives 2 and 3. They might come up with some answers. I think in 
that area is the proper solution. 

Thank you. 

The Cuatrman. We thank vou, gentlemen. 

Are there any further questions? 

If not, we thank you gentlemen for bringing to us the views of the 
Bureau of the Budget and the Department of the Treasury. Thank 
you very much for coming before the committee. 

Mr, Stans. Thank you, Mr. Chairman, and may I express my ap- 
preciation, particularly for permitting this method of answering the 
questions in order to save our time here today. 

The Cramman. Our next witness is our colleague from Alabama, 
Hon. George Huddleston, Jr. 

We are pleased to have you with us, Mr. Huddleston. You are 
recognized. 


STATEMENT OF REPRESENTATIVE GEORGE HUDDLESTON, JR., OF 
ALABAMA 


Mr. Hupptesron. Thank you. 

For the record, Mr. Chairman, I am George Huddleston, Jr., of 
the Ninth Alabama District. 

Mr. Chairman, I have been allotted 10 minutes. However, I do 
not believe my short statement will consume that time. I am sure the 
committee will appreciate that fact. 

The Cuatrman. Yes, sir. 

Mr. Huppteston. My purpose in appearing before this committee 
is to express opposition of my constituency in the Alabama Ninth 
Congressional District to any increase in the Federal gasoline tax. 

The Ninth District is Jefferson County, Ala., which has population 
of about 650,000, or nearly one-fifth of the State’s total ale Jef- 
ferson County is one of the heavy industrial centers of the Nation 
employing thousands of local wage earners, and also attracting com- 
muters from around Birmingham, the largest city in Alabama. 

In addition, residential areas of Birmingham are, in many cases, 
far removed from business establishments and are separated by moun- 
tainous terrain. I give this basic description because it establishes the 
fact that consumers in my district depend on gasoline to get them to 
their jobs, and run all the other errands that are necessary to modern 
life. It has been estimated that Jefferson Couny gasoline consump- 
tion is 20 percent of the State total; therefore, one-fifth of a gasoline 
tax increase would be borne by my district. 

At present, my constituents are paying 11 cents total tax per gallon 
on gasoline, which means $1.10 tax on a 10-gallon purchase. We have 
a 1-cent county tax on top of 3 cents Federal tax and 7 cents State 
tax. Eleven cents, incidentally, is the average gasoline tax in Ala- 
bama, and taxes run as high as 13 cents in other cities of north 
Alabama. These high tax figures amount to a 50-60 percent sales tax. 
T assure you, Mr. Chairman, my constituents have let me know they 
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are extremely conscious of heavy taxes on gasoline. Gasoline to them 
is a vital part of their way of life, and not some luxury for only a 
chosen few. Gasoline in itself is simply a fuel, but what it means to 
motor vehicle owners in terms of work, transportation, home chores, 
and traveling, is something far more important. 

We cannot afford, for the good of the highway program, and our 
country, to keep adding more tax on gasoline, and thereby reduce use 
of the fuel. As an aside, I might mention that all these foreign 
small cars don’t do our steel, assembly plant, and rubber workers any 

ood. 

All levels of government have compounded the tax load, but, 
economists tell us, that expanding tax collections have been due more 
to greater consumption than higher tax. If we by adding tax stifle 
consumption, all the tax increases in the world are not going to bring 
more revenue. If higher taxes curtail use of automobiles, super- 
highways will not generate the revenue anticipated. 

It should be recalled that the gasoline tax originated as a State 
tax. The first Federal gasoline tax in 1932 was a departure from 
this tradition. Furthermore, State taxes are just as critically needed 
for roads and streets as Federal taxes are for the interstate highway 
program. Pending bills H.R. 7939 and H.R. 7963 propose further 
intrusion into that field—with the motorist the loser all the way. 

Back home they are asking, “Why is it our State automotive reve- 
nues go for building roads and matching Federal funds, while Uncle 
Sam diverts some of his tax money into the General Treasury ?” 

According to information I have, the Federal Aid Highway Act of 
1956 penalizes a State if it diverts road funds; yet, the Federal Gov- 
ernment is diverting them here in Washington. It is not a good 
answer to say those diverted billions are needed in the U.S. general 
fund, because States have financial problems, too. 

Automotive vehicle owners feel they are paying heavily for the 
privilege of driving. They simply cannot see more gasoline tax when 
there would be no Interstate System deficit if all automotive taxes 
were earmarked for the trust fund. 

I recommend: 

(1) there be no Federal gasoline tax increase; and 
(2) enough Federal automotive taxes be earmarked to the 
highway trust fund, if the immediate need exists. 

It would seem unwise for Congress to act hastily by imposing a 
gasoline tax increase when a much clearer financial picture will be 
available when the highway system study is completed. In the mean- 
time, building should proceed on the rights-of-way already secured. 

Interests of taxpayers, the Nation, and the interstate highway pro- 
gram would be served best, I believe, if construction of the system 
was spread over a longer period. This would reduce inflationary ten- 
dencies and extend economic benefits. 

I thank you, Mr. Chairman, for this opportunity to appear in op- 
position to an increase in the Federal gasoline tax this time. 

The Cuatrman. Thank you, Mr. Huddleston, for your presenta- 
tion of your views on this matter. 

We appreciate your coming to the committee. 

Are there any questions? Thank you, sir. 
Mr. Hvuppieston. Thank you, sir. 
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The Cratrman. Our next witness is our colleague from Illinois, the 
Honorable Robert H. Michel. 

Is he present ? 

Without objection, Mr. Michel may extend his remarks into the ree- 
ord at this time if he so desires. 


STATEMENT OF REPRESENTATIVE ROBERT H. MICHEL, OF 
ILLINOIS 


(Mr. Michel’s statement follows :) 


STATEMENT BY CONGRESSMAN RosBerr H. MICHEL BEFORE THE House COMMITTEE 
ON WAYS AND MEANS ON FINANCING THE FEDERAL HIGHWAY PROGRAM 


Mr. Chairman, I noted in your press release of July 10 that the committee will 
be concerned during the course of these hearings with the immediate temporary 
financing problem which exists relative to the highway trust fund as well as 
with regard to financing the highway program over the long term and the status 
of the trust fund throughout the total program. 

The bill which I have introduced, H.R. 4389, serves the double purpose of pro- 
viding immediate funds with which to take care of the current shortage in the 
program, thereby eliminating the necessity for a gas-tax increase, and would 
assure adequate moneys for any possible cost increase in the years to come. 

H.R. 4389 provides for the transfer of 100 percent of all automotive taxes 
into the highway trust fund. Approximately $1.5 billion would then be directed 
to the trust fund annually, bringing the total to something like $3.8 billion, which 
would provide the cushion for future costs. 

Presently, one-half of the 10 percent Federal excise tax on trucks, buses, and 
trailers is deposited in the highway trust fund, but I see no reason why the entire 
amount should not be treated the same way to meet the present and future de- 
mands of the building program. I am not unaware, Mr. Chairman, of those who 
have introduced legislation that would reduce, or eliminate altogether, the 
10 percent excise tax; but since so little thought has been given by Congress to 
a reduction or elimination of it altogether, it would seem appropriate to me that 
this revenue raised from the automobile user be put to use that would inure to 
his direct benefit. Upon completion of the highway construction program, we 
should definitely do away altogether with these burdensome excise taxes. 

A majority of the automotive taxes have been misdirected to the general fund 
of the Treasury where they may be used for the protection of oyster beds or for 
any other of the many programs of the Federal Government, but not for road- 
building. In other words, the Government says to users of the highways (that 
is, to those why buy gasoline) : “You must pay for new highway construction 
and also contribute $1.5 billion a year to the general expenses of the Federal 
Government,” which is a proposition the public will not swallow. 

The Government has never used all the funds collected from highway users for 
building or maintaining highways. It has systematically shortchanged motorists 
by robbing the highway funds and then raising gas taxes to make up the short- 
age. When the new Federal highway program was adopted, there was a 50- 
percent boost in the Federal gas tax (which began as an “emergency” tax more 
than 25 years ago) and steep new levies on trucks and buses. The people who 
were hit by these taxes were lead to believe that the increase would pay for 
the 13-year construction plan of Federal roads. 

Now motorists are being told that the program has run into higher costs. 
But what motorists are not being told is that they are already paying enough 
taxes to meet these higher costs, if the Government would not divert $1.5 
billion a year from the highway trust fund. 

The highway program was originally scheduled to be a 13-year project to 
build some 40,000 miles of interstate highways. The program should go ahead 
at full speed, and regardless of the increased rate of progress, we all know costs 
have and will continue to increase considerably from what they were when the 
program was initiated. The original estimated cost of $27.6 billion has already 
risen to a figure in excess of $40 billion and I feel the program should be put 
on a pay-as-you-go basis—being paid for out of current revenue. 

I admit the transfer of moneys from the general fund would cause a temporary 
imbalance of the budget, but it would provide an incentive to further reduce 
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spending in those areas where moneys are drawn from the general fund. More- 
over, I feel the direct beneficiary should foot the bill which serves to point up 
something that all Members are aware of but some say so little about when 
talking with our people—that you cannot get one solitary thing from the Gov- 
ernment without paying for it. However, I do not feel that the automobile 
owner and user should be unduly taxed in amounts exceeding that for which he 
receives a direct benefit from the Government. 

Automobiles, trucks, and buses are not luxury items in these United States. 
Gasoline certainly cannot be considered a luxury, but continues to be taxed as 
such, even beyond the level of such items as jewelry, furs, and liquors. 

Together, Federal and State taxes currently average about 9 cents per gallon 
which is an increase of a little more than 6 cents over the past 10 years. By 
1960, the average could be close to 11 cents per gallon. Putting it another way, 
if the proposed 114-cent increase were enacted, it would mean, in effect, a com- 
bined Federal and State sales tax on an average of about 60 percent of this 
product. Mr. Chairman, my bill would also discourage the Federal Government 
from further encroaching on a tax area which has already been preempted from 
the States. 

I don’t believe America’s motoring public is going to stand by and support a 
further tax increase on the gasoline they consume, knowing that there is cur- 
rently $1.5 billion a year extracted from him by way of excise taxes which 
could and should be used to provide him with a safe, modern, Interstate High- 
way System. We can certainly do the motoring public a good turn by simply 
revising certain statutory programs to adapt them to present-day and future 
conditions. 

It should be apparent to all of us then that these problems resolve themselves 
down to the simple choice of a direct appropriation out of the general fund, an 
unfavorably competitive bond issue, a tax increase, or the consideration of my 
bill, H.R. 4389. Gentlemen, neither a direct appropriation or a bond issue would 
solve the long-term financing problems and I have set out ample reason why I 
feel there will and should be no gas-tax increase. I feel no more need be said. 


The Cuarmman. The next witness is our colleague from Indiana, 


the Honorable Joseph W. Barr. 
You are recognized, Mr. Barr. 


STATEMENT OF REPRESENTATIVE JOSEPH W. BARR, OF INDIANA 


Mr. Barr. Mr. Chairman and members of the committee, first of 
all I should like to express my gratitude to the distinguished chair- 
man and this committee for the opportunity of appearing before you 
to defend the bill which I have introduced concerning the financing 
of the interstate highway program. This bill, H.R. 6553, constitutes 
an approach to this financing problem that makes good sense to the 
people of my congressional district. 1 should like to make it very 
clear to the members of this committee that as a freshman Congress- 
man I realize my lack of experience in arguing for this legislation 
strictly on a national basis. When I argue from the viewpoint of 
my constituents, I am not attempting to be provincial; I am merely 
attempting to argue from a position that I can personally defend. 

First I should like to address myself to the question, “Can this 
Nation afford this program?” It is my honest conviction that this 
question is academic. If we look at the history of the United States, 
we can easily see that our growth has been tied to the development 
of our transportation system. The first Secretary of the Treasury, 
Alexander Hamilton, clearly recognized this postulate. In the mid- 
1800’s the Congress of the United States faced up to the problem by 
developing legislation designed to spur the development of our na- 
tional and intercontinental railway system. My own State went 
bankrupt in the 1830’s attempting to solve the problem through an 
elaborate system of canals. T Tnsten to add at this point the State 
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was not financially imprudent; their concept of canals was rendered 
technologically obsolete by the rapid development of the railway 
system. 

In 1956 the Congress of the United States took another look at 
the problem and passed the Federal Aid Highway Act, designed to 
give this Nation the transportation sinews on which it can grow. 

The Bureau of the Census estimates that by 1970, before the road 
program is completed, the population of this Nation will have jumped 
from 175 million to approximately 220 million. My own State of 
Indiana will jump in population from 4.3 million to 5.6 million. My 
congressional district will jump from about 700,000 to about 925,000, 
The human possibilities of growth are with us today, but if this tre- 
mendous jump in our population is to be employed, housed, educated, 
and governed, we must bring our transportation facilities up to a 
level that can cope with the problem. 

To boil the problem down to my congressional district, Marion 
County, Ind., we have about 300,000 jobs available today ; but by 1970 
we must provide 400,000 jobs. In that district we make our money 
exclusively from manufacturing. Unless our raw materials, our fin- 
ished products, and our employees can be moved efficiently and rapidly, 
our growth will be strangled. So when the question “Can we afford 
the program?” arises, it is obvious to me that we cannot afford to 
ignore it or slight it. If we do, I am certain that the tax revenues 
necessary to run this Federal Government and our local units of gov- 
ernment—town, State, and city—simply will not expand to the place 
where they can cope with their problems. 

This is one program in the United States designed to generate reve- 
nue by making industrial growth possible. I repeat, that if this pro- 
gram is ignored or slighted, the taxing problems of this Nation might 
prove insuperable. 

Several alternatives to the financing of this interstate highway pro- 
gram have been suggested. The President has suggested that the gas 
tax be increased by a cent and a half to cure the present deficit. I 
submit that it is the opinion of my congressional district and my State 
that this constitutes a clear invasion of the financial rights of the 
States and local government. The gas tax is a mainstay of their 
revenues. It will carry only a certain load, and any increase is bound 
to impinge upon the revenues of these State and local governments 
that are currently hard pressed to meet their financial obligations. 

The second suggestion is to bypass the Byrd amendment and sus- 
pend the pay-as-you-go principle. This might be the answer for this 
current fiscal year, but it certainly provides no sound long-term basis 
for the road program. 

The third suggestion has been a bond issue designed to extend long- 
term financing to the road program. I would suggest to the propo- 
nents of this alternative that the long-term interest rates at the 
moment and in the foreseeable future are so exorbitant as to make this 
approach fiscally ruinous. Certainly no prudent man would go into 
this bond market unless absolutely driven to it. 

Another suggestion has been made that the program should be 
stretched out. 

To return to my population figures again, I respectfully submit 
that the growth rate that this Nation must attain to cope with this 
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population explosion cannot be stretched out. These people are with 
us; they will want and need employment, housing, and government. 
To stretch out the program unduly would mean that the Nation will 
lag in the appropriate growth rate to meet their problems. 

In HLR. 6553 I have suggested an approach that appeals to my 
State and my congressional district. In my congressional district 
Yh percent of our real income is derived from some part of the auto- 
Sebite manufacturing industry. The excise taxes which this industry 
carries have proved quite irksome. Now that legislation has been 
enacted to lift portions of the telephone tax and the transportation 
tax, it. can be anticipated that the resentment against this form of 
taxation will be intensified. I do believe, however, that my district 
would be satisfied if the revenues from these taxes were devoted in 
their entirety to a program that would expand their market. There 
would be much less complaint if all the revenues from trucks, buses, 
and trailers and passenger atuomobiles were dedicated to the highway 
trust fund rather than being shunted off into the general fund to 
meet the ordinary expenses of Government. At least in the trust 
fund these taxes would be dedicated to a program that would ex- 
pand the market for automobile products. 

From what I can learn from the Bureau of Public Roads the ap- 
proximately $11, billion in revenue that would accrue to the trust fund 
from these two sources would probably put the whole program in bal- 
ance. It would provide for the long-term financial needs without the 
necessity of stretching out the program or resorting to any of the 
alternatives which I mentioned above. I am quite aware of the fact 
that if these moneys are diverted from the general fund, there must 
be a consequent reduction in other fields or an increase in our revenues 
to keep the budget in balance. 

I should like to respectfully submit that the budgetary authority 
of this Nation could take a long look at some of the programs on which 
we are currently embarked and then decide whether or not savings 
of a billion and a half in present programs could not be effected. I 
should like to repeat my earlier warning that unless this program 
is pushed on schedule, the tax revenues simply will not be available 
for many of the programs which do not encourage the industrial 
growth of this Nation and the consequent expansion of our tax 
revenues. 

Thank you, Mr. Chairman. 

The Cruamman. Thank you, Mr. Barr. We appreciate your ap- 
pearance before the committee. 

The Chair understands that Mr. Daniels, our colleague from New 
Jersey,isnot here. He desires to extend his remarks. _ 


STATEMENT OF REPRESENTATIVE DOMINICK V. DANIELS, OF 
NEW JERSEY 


(Congressman Daniels’ statement follows :) 


STATEMENT OF DoMINIcK V. DANTELS BEForE THE House WAYS AND MEANS Com- 
MITTEE ON THE HiGHwAy Trust FuNp MATTER 


Mr. Dantrers. My name is Dominick V. Daniels. I am a Member of Congress, 
representing the 14th District of the State of New Jersey and I am appearing 
here today to personally register my opposition to any increase in the Federal 
gasoline tax rate. 
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T think it should be pointed out to the committee that in my State the Federa] 
and State tax on gasoline amounts to a sales tax of approximately 42 percent 
of the retail price, and this takes annually more than $160 million in gasoline 
taxes from the pockets of New Jersey motorists. Any further increase in the 
tax at this time could very well drive the motorists off the highways which 
would, in itself, have a disastrous effect on both Federal and State revenues. 

We all know that increased taxes mean increased costs which are invariably 
passed on to the consumer. The net effect of such taxation might well be to 
place the market price of the commodity out of the reach of the consumer, thus 
destroying sales volume as well as tax receipts. The present effort to curb in- 
flationary price increases is wholly inconsistent with any proposal which in- 
evitably increases costs. 

It is my understand that there are several proposals being considered by your 
committee which would eliminate the anticipated deficit in the highway trust 
fund without any further increase in the gasoline tax. I think the fact that 
approximately $1.5 billion a year of automotive excise taxes are now being de 
posited in the general fund of the Treasury should be given serious consideration 
by this committee. Any portion, or even all, of these funds certainly would 
relieve the problem if it was deposited to the credit of the highway trust fund. 

Gentlemen of the committee, I urge you to seriously consider a method of 
financing any deficit which may develop in this program without recommending 
a bill that would increase the present 3 cents per gallon Federal gasoline tax 
rate. 


The CuarrMan. Our next witness is our colleague from New York, 
the Honorable T. J. Dulski. 
You are recognized, Mr. Dulski. 


STATEMENT OF REPRESENTATIVE THADDEUS J. DULSKI, OF 
NEW YORK 


Mr. Dutsxt. Mr. Chairman, and distinguished members of this 
committee, I appreciate this opportunity to appear here today in sup- 
port of my bill, H.R. 7503, and others which provide that all excise 
taxes relating directly to the automobile shall be deposited in the high- 
way trust fund, namely, trucks, buses, trailers, parts, and accessories. 

I am vehemently opposed to any temporary gasoline tax increase 
from 2 to 4% cents per gallon as proposed by the President. We, in 
New York State, recently received a jolt in a gasoline tax increase to 
the tune of 2 cents per gallon and 3 cents on diesel oil. 

Now the President has again asked Congress to enact a 114-cent- 
per-gallon increase in the Federal gasoline tax for the next 2 years on 
a temporary basis. The word “temporary” is a long-lasting word in 
Government. To my way of thinking there is no such thing as § 
temporary tax. We have a good example of temporary taxation from 
the wartime period when excise taxes were levied and they are stil 
part of our income tax producing revenue. 

I state now that to expect the automobile driver to bear the full 
burden of the cost of interstate highways is unrealistic for it does 
not take into account other benefits—both direct and indirect—ac- 
cruing to different classes of people as a result of Federal aid to high- 
ways; for example, the effect on property values near these highways 
and the importance of these highways to the national defense pro- 
gram. In this ap account should not only be taken of the high- 
way users’ taxes which are specifically allocated to the highway trust 
fund, but also all other highway user or related excise taxes im- 
posed by the Federal Government. 

I am informed that the Federal highway program was originally 
scheduled to be a 13-year program which would involve some 40,000 
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miles of interstate highways. This program should proceed at full 
speed. Already the estimated cost of $27.6 billion has risen to an 
amount over $40 billion because costs of construction, and so forth, 
have increased since the program was first initiated. 

I believe the cost of this program should be paid out of current in- 
come, and the transfer of automobile excise taxes to the trust fund 
would keep it on a pay-as-you-go basis. 

In this fiscal year, the income from the 3-cent Federal gasoline tax 
is expected to be about $2.2 billion, and it is estimated that this income 
will ADPEOREOEAY $2.3 billion in the next fiscal year. The Federal 
portion of our highway program will cost $3.1 billion in the coming fis- 
cal year, and this figure will probably increase to $3.6 billion by the 
fiscal year 1962. If we add the additional $1.5 billion in auto excise 
taxes to the trust fund each year, the total revenue will come to ap- 
proximately $3.8 billion and will give us leeway for any future cost 
increases, 

Federal gasoline taxes did not come into existence until 16 years 
after the first Federal Aid Highway Act was enacted, and it was 
levied as a temporary emergency budget-balancing measure. 

It is my contention that the billions of dollars of automobile excise 
taxes now flowing into the general fund should be earmarked for 
the highway trust fund. By designating this revenue for the high- 
way program, it would move all of us to further reduce spending in 
those areas where funds are appropriated from the general fund. 

I further state that the piling of taxes solely upon gasoline is not 
an equitable distribution of the tax burden among the users or per- 
sons deriving benefits from these highways, and I will follow a course 


of action designed to speed the distribution in a more fair manner. 

Thank you very much, Mr. Chairman. 

The Cuarrman, Thank you, Mr. Dulski. We appreciate your 
before the committee. 

Jur next witness is the Honorable William H. Meyer, a Member 
of Congress from Vermont. 

You are recognized, Mr. Meyer. 


STATEMENT OF REPRESENTATIVE WILLIAM H. MEYER, OF 
VERMONT 


Mr. Meyer. Mr. Chairman, I appreciate the opportunity to make 
this appearance before the Commitee on Ways and Means. to express 
my opposition to the proposed increase in the Federal] tax on gasoline, 
and { believe that in so doing I speak for the large majority of Ver- 
monters on this subject. 

The effect of a new rise in the Federal tax on motor fuels can best 
be illustrated by describing the situation which faces a State such as 
Vermont, and by considering what it may have to do in order to meet 
its obligations under the interstate highway program. Vermont is 
keenly aware of the problems of the interstate ag This is so both 
from the point of view of the financial problems which the State is 
encountering in the effort to do its part in this program, as well as 
from the point of view of construction now underway. 

Our State currently collects some $15 million annually from the 
users of automobiles and trucks. Approximately $8 million is from 


ent 
line 
Lich iz 
8. 
bly 
4 
: 
in- 
| 
our 
ion 
| 
tux 
— 
us 
: 
in 
it a 
| 
: 
y 


198 HIGHWAY FINANCING PROGRAM 


the tax on motor fuels, which is now 614 cents per gallon gasoline. 
The remaining $7 million is from registrations, $30 being the basic 
annual fee for an automobile. These are relatively high rates, and 
every bit of the $15 million is committed to the operation of the de- 
partments concerned with highways and highway safety, to bond re- 
tirement, to maintenance, and to aid for town roads. None of it is 
available for construction. 

Therefore, in order to do its part in the interstate program, Ver- 
mont has undertaken a bonded indebtedness of $41 million. It is now 
estimated that this money will be exhausted by 1961, and where the 
money to complete the a it will come from is a major and urgent 
problem. I am advised that some $8 million more will be needed 
annually after 1961 for completion of the interstate project in Ver- 
mont. This would not be easy to raise under any circumstances, but 
the imposition of an increase in the Federal gas tax as urged by the 
President would make it even harder, if not impossible. In short, 
the proposal to raise the Federal levy would cut into a fundamental 
and essential source of revenue which, if used at all, should be left te 
the States. 

The situation facing Vermont in financing the interstate program 
has already become so serious in fact that a significant public opinion 
has developed along the lines that the undertaking may be too great 
for the State and that perhaps some curtailment is in order. Some 
are even reported to advocate dropping the project altogether. Of 
course, there is also great support. for the interstate, and every effort 
is being made to find a solution to the problems involved. 

I regret that Vermont is not among the 37 States which are listed 
by the committee as having expressed formally their opposition to the 
proposal to raise the Federal tax on gasoline. It is regrettable that 
no testimony or statement has been submitted to this committee by 
the State administration on a matter of such urgent interest to all 
Vermonters. Now is the time to take a stand on this issue, not after a 
decision has been made to raise the Federal tax. I know that the peo- 
ple of Vermont are concerned, and T know that many State officials 
are worried. Important State organizations are opposed, and the 
letters to me indicate widespread opposition to such a rise. 

Our Vermont General Assembly has, of course. been much con- 
cerned about this whole matter, and recently enacted a resolution that 
asks the Federal Government to reconsider the 90-10 percent ratio of 
cost sharing. This resolution has already been filed with your com- 
mittee for consideration in connection with financing the interstate 
project. and T believe it truly reflects the great concern that most 
State officials and the population alike have on the question of how 
Vermont can continue under the present program. Increasing the 
Federal tax on gasoline would aggravate an already serious situation 
for the State of Vermont, if not make it virtually impossible of 
solution. 

A prime concern in any rise in the Federal tax on gasoline is the 
effect. on those who denend on automobiles and trucks for their live- 
lihood. It is obvious that the automobile and truck are essential to 
all of us, and are used in the actual work of many. Taxing the fuel 
for the operation of cars and trucks is almost in the same catevory 
as taxing food, or as a sales tax on any of the necessities of life. 
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There are obvious reasons for having highway users help in paying 
for highway facilities. Nonetheless some thought must be given to 
the extent of the burden imposed on the many, many people whose 
means of livelihood will be adversely affected by an additional in- 
crease in the cost of motor fuel at this time. We in Vermont are 
already distressed by the extremely high cost of gasoline in our State. 
In fact, gasoline prices in Vermont are higher than in neighboring 
States, and this is a situation calling for investigation and study 
elsewhere. 

At this point in the record I would like to insert a telegram which 
[ received yesterday from the chairman of the Vermont Highway 
Users Conference on this subject. The conference speaks for a com- 
prehensive list of 30 important statewide organizations in Vermont, 
representing industrial associations as well as labor groups, aud in- 
duding a variety of farm organizations, commercial groups, and 
service groups. The opposition of the Vermont Highway Users Con- 
ference to the proposed increase has already been brought to the at- 
tention of the committee, but I would like to ask permission to have 
this more detailed statement inserted in the record of the hearings at 
this point: 

The Vermont Highway Users Conference, after thorough study of the dis- 
tressing highway finance problem facing the State of Vermont, has gone on 
record as firmly opposed to any increase in the Federal gasoline tax. 

This action was taken after consideration of abundant available evidence 
which demonstrates conclusively that our position accurately reflects opinion 
held by State officials, legislatures and growing numbers of citizens who are 
concerned with the staggering difficulties of the State’s highway finance 
situation. 

At the recommendation of Governor Robert T. Stafford, a special session of 
the Vermont Legislature will be convened in January 1960 to deal with the 
highway finance problem. 

At that time the legislature must find methods of producing substantial 
amounts of additional revenue to finance the expanding highway construction 
program initiated with a bond issue authorized in 1955 and continued with 
subsequent bond issues in 1957 and 1959. 

These bonds, totaling $41 million will all be issued by the close of the 1961 
fiscal year, when principal and interest payments will be due on an antici- 
pated bonded indebtedness of some $36 million, then outstanding. 

During the 1960 and 1961 fiscal years, the highway fund budget contem- 
Plates the receipt of $15 million, with some $8 million of this amount contrib- 
uted in revenue received from the State’s present 614-cent gasoline tax and 
some $7 million contributed in registration and license fees. 

The full amount of this revenue will be expended for operation of the highway 
and other departments charged to the highway fund, for maintenance, bond 
retirement, and essential State aid to towns and cities. Since no revenue 
will be available for construction from these sources, the full expense of the 
highway construction program will be financed in the 1960 and 1961 fiscal 
years from the revenue realized from the sale of bonds. 

This means that by 1961 Vermont must find a revenue source which will 
produce an estimated $8 million annually, to provide matching funds for 
Federal aid, added bond retirement costs, as well as increased maintenance 
expenses. 

Faced with this critical financial situation, it is apparent that Vermont 
would be damaged seriously by an increase in the Federal gasoline tax, an 
action that would cut into a fundamental and essential source of State revenue, 
how desperately needed. 

In addition, an increase in the Federal gasoline tax would produce another 
and even jess desirable result in prejudicing the position of the 1960 special 
session of the legislature which is certain to consider an increase in the State 
gasoline tax as well as hikes in other highway user fees. 
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he State of Vermont, with a population of less than 400,000 people, has 
diaathuanh a heavy burden in attempting to meet the matching obligations 
»sed by the interstate highway program. 
"Phe weight of this burden has become increasingly apparent in the past 
several months and has provoked growing doubts in several areas, both within 
and outside the legislature, that Vermont can continue to bear its allotted share. 

This attitude was reflected in a joint resolution adopted by both houses of 
the 1959 legislature which reads as follows: A joint resolution relating to Ver- 
mont’s participation in the Federal highway program: 

“Whereas the State of Vermont commenced bonding for the construction of 
its assigned portion of the National System of Interstate and Defense High- 
ways, so-called, in 1957, the aggregate of same being in such amount as to, 
for the first time in history, fill Vermonters with an awareness of the undue 
strain such proposed Federal highway program, if continued, would place upon 
the taxpayers and credit of our State; and 

“Whereas in fact the Federal act that State participation in said program 
of construction shall be at the ratio of $1 to $9 of Federal participation, which, 
however, is for construction of the highway proper only and does not con- 
template the other large and necessary construction costs incidental to the 
program nor the tremendous, though as yet undefined, cost of maintenance 
and repair of said highways which by the terms of the Federal act will fall 
squarely on the State taxpayers without Federal contribution of any kind; and 

“Whereas Vermont is now, as it has always been since its entrance as the 
14th State into the Union of this United States, proudly willing to carry its 
fair share of the expense of those national projects designed for the good of 
the Nation, but is both unable and consequently unwilling to bear more than 
its fair share of such financial burden; and 

“Whereas further it is apparent that the 9-to-1 ratio of contribution afore- 
said is not fair, equitable, nor because the true facts indicate that whereas 
Vermont has a population of less than 400,000 and is asked to build approxi- 
mately 321 miles of such highways, the country as a whole benefiting from 
these highways has a populace available for tax money contributions of over 
180 million and is asked to build approximately 41,000 miles of such highways 
and 

“Whereas the foregoing clearly indicates that, though Vermont has but 0.0022 
of the national populace available for tax money contributions, our State is 
requested to construct and maintain 0.008 of the total national mileage afore- 
said; and 

“Whereas a further clear, fair conclusion to be drawn from the foregoing 
is that the 10-percent contribution ratio of Vermont should be reduced to about 
2.5 percent whereby Vermonters would be required to bear only the same tax- 
dollar burden as is average to the rest of the citizens of the Nation; and 

“Whereas the general assembly has passed and the Governor of Vermont 
has signed a joint resolution calling for an adjourned session of this legislature 
to convene January 12, 1960, to consider the critical highway financing problems 
of the State, such action being unprecedented and said problem arising solely 
because of Vermont's effort to continue participation in said highway program: 
Now, therefore, be it 

“Resolved by the senate and house of representatives, That the Vermont 
General Assembly hereby exhorts the Federal Congress to reevaluate the con- 
tribution phases of said highway program and to pass, as soon as practical, 
legislation to adjust same on a fair, just, and equitable basis: and be it further 

“Resolved, That the Federal Congress be exhorted to do so before January 12, 
1960 ; and be it further ; 

“Resolved, That the secretary of-state is directed to forthwith transmit copies 
of this resolution to Vermont’s Senators and Representatives in Congress.” 

Obviously, an increase in the Federal gasoline tax would produce the direct 
opposite of the result sought in the foregoing resolution, since it would divert 
to Federal use tax revenue generated within the State; revenue that is badly 
needed for State highway purposes. 

This assessment of Vermont’s highway finance problem is presented to demon- 
strate that. under the existing tax schedule, this State is faced with an alarm- 
ingly difficult problem in meeting its highway finance obligations. — 

The addition of a further Federal tex on gasoline would make this problem 
vastly more difficult and possibly impossible of solution. 

Henry A. Stropparp, Chairman, 
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In conclusion, I would urge the committee to give serious considera- 
tion to alternative proposals for financing the highway trust fund so 
that the program can continue at a steady and satisfactory rate. 
Various suggestions have been made as to how to do this. Different 
groups are supporting different methods for avoiding the impending 
deficit. A great many are behind the proposal to devote all highway 
user fees to the trust fund, while others would advocate extending the 
program over a longer period of time. Possibly some combination of 
these and other ideas can be worked out. They should all be given 
thorough study. 

I want to commend the committee for not being pressured into 
acceptance of the President’s proposal for raising the gasoline tax 
as the only solution. All the possibilities must be considered. 

Mr. Chairman, I wish to restate my own firm opposition to any in- 
crease in the Federal tax at this time. I include in this the so-called 
compromise proposal for raising the tax by only one-half cent. This 
would be an opening wedge, and would in itself add to the burden on 
highway users. On principle the proposal is unwise and unfair, 
and some other means must be found for keeping the trust fund 
solvent. 

Thank you again for the opportunity to state my views on this 
matter. 

The CuHarrman. We thank you, Congressman Meyer, for your ap- 
pearance before this committee. 

Our next witness is our colleague from West Virginia, Congressman 
John M. Slack, Jr. 

You are recognized, Mr. Slack. 


STATEMENT OF REPRESENTATIVE JOHN M. SLACK, JR., OF 
WEST VIRGINIA 


Mr. Stack. Mr. Chairman and members of the committee, I appre- 
ciate very much the opportunity to appear before you, and 1 will 
take only a few minutes of your time to make a specific proposal. 

I am sure all of us who serve in this Congress have had a great 
many expressions of viewpoints from our constituents relative to the 
desirability of continuing the interstate network construction program. 
I doubt that any Member would like to see the program lag or come to 
a stop. 

At the same time, the trust fund is unquestionably faced with 
financial difficulties unless some action is taken by this Congress. 
There have been suggestions that the motor fuel taxes be increased 
for a 2-year period to make up the trust fund deficit, but we have had 
strong opposition to that proposal. ‘The Governors of many States 
and most State highway officials have spoken out emphatically against 
this suggestion, and have maintained that the Federal Government 
should not enter more deeply into an area of taxation which has been, 
in the main, reserved to the States. 

It has also been suggested that $1.5 billion of the present Federal 
automotive excise taxes, which are not now applied to highway build- 
ing purposes, should be segregated and applied to the interstate trust 
fund. 

There are also obstacles to the adoption of thisremedy. It is a plain 
fact that if this $1.5 billion is removed from general revenue and ap- 
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plied to the interstate trust fund, then there will be a deficit in the 
reap operations of the Government in the amount of the same $1.5 
illion, unless new taxes are levied. 

There have been proposals that the Federal Government issue, in 
the name of the interstate highway trust fund, short-term bonds suffi- 
cient to cover the deficit during the next 2 years. I believe there is a 
serious obstacle to this approach. 

When this deficit first appeared on the horizon, various top officials 
of the Bureau of Public Roads testified before the Public Roads Sub- 
committee of the Senate Committee on Public Works to the effect that 
the deficit in the interstate trust fund would amount to $241 million 
by the end of the fiscal year 1960 and would increase to about $2.2 
billion by the end of fiscal 1962. 

They further stated that a 114-cent increase in the Federal gas tax, 
levied to be in effect from July 1, 1959, to June 30, 1961, would provide 
adequate funds to liquidate the obligations of the United States re- 
sulting from the apportionment of interstate funds in the amount of 
$2.5 billion for the fiscal year 1961 and $2.2 billion for the fiscal year 
1962. 

They estimated that this tax would provide $1.593 billion of addi- 
tional revenue during the 2 years. 

It would appear, therefore, that the basic objective of these hearings 
is a search for funds somewhat in excess of $1.593 billion for use dur- 
ing the period of shortage in the trust fund which would presumably 
end in fiscal year 1962. 

Inasmuch as public sentiment is wholeheartedly behind a continua- 
tion of construction work on the Interstate System, and it is not desira- 


ble to simply accumulate a deficit in the fund, unquestionably an addi- 
tional source of revenue must be uncovered. 
Bearing in mind the stan resistance to an increase in the Federal 


automotive fuel tax, and the budgetary complications which must fol- 
low a transfer of $1.5 billion of the automotive excise tax from the 
general revenue to the highway trust fund, the prospects appear to be 
forbidding. 

It has been further suggested that the emergency might be met 
through the issuance of short-term bonds. I wish to call to your 
attention that this alternative contains a very undesirable element 
within itself. 

The most recent marketing of Federal securities took place on July 
6, 1959, at which time the Treasury offered $3,172,602,000. A total 
of $2,000,057,000 was accepted. The average interest rate was 4.728 
percent, and this is the highest rate of interest paid by the Federal 
Government since September 15, 1921. It seems very probable, in 
view of prevailing conditions in the money market, that short-term 
bonds will call for an interest rate of 5 percent or more if issued on the 
open market for this purpose. 

I have been advised by the Treasury Department that the bulk of 
the Federal indebtedness in marketable bonds carries an average 
interest rate of about 2.7 percent. An offering of $14 billion worth 
of securities at 434 percent is to be made soon by the Treasury and 
these new issues will not be offered publicly but only to the holders of 
maturing issues. In other words, the competition for money is very 
keep and the interest rate is mounting regularly. 
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I believe the people of my district represent a typical group of con- 
stituents. They are insistent that the interstate roadbuilding program 
be continued, but they are generally opposed to an increase in the 
Federal motor fuel tax. They dislike deficits, whether in the general 
fund or the interstate trust fund. They are also disturbed by the 

rowing proportion of the Federal budget which must be applied to 
interest. on the national debt, and do not wish to see interest rates on 
Federal obligations continue to mount. 

After reviewing these general conditions, I have decided to appear 
before you to place in your hand a suggestion which may help resolve 
the difficulty. I do not state categorically that this is the only pos- 
sible answer, but I believe it merits investigation, and I am sure that 
your expert staff penn will be able to evaluate the elements of 
this suggestion and advise you. 

In the light of all of the aforementioned circumstances, the sug- 
gestion which I would like to make for your consideration is as 
follows: 

There is presently in the cash funds, sinking funds, and investment 
funds of the States and municipalities a total holding of $48,756 
million. 

As of March 1959, $17.9 billion of this amount consisted of Federal 
securities, Purchase of Federal securities by States and municipali- 
ties has increased about $1 billion since 1957. Preliminary investi- 
gation indicates that the Federal securities now being held - States 
and municipalities are yielding an average interest rate of 2.36 percent. 

In view of the fact that the Governors and other State officials are 
most strongly interested in continuation of the interstate construction 


program, and are also very strongly a ve to an increase in the Fed- 


eral motor fuel tax, I suggest that the States and municipalities be 
invited to participate in the solution of this problem. 

This could be effected by issuing short-term bonds dated for redemp- 
tion in 2 or 3 years, but issued to a closed market only—to the States 
and municipalities. The bonds could bear an interest rate of 314 

reent and still yield more than the average 2.36 percent which the 
States and municipalities are now receiving from their Federal secu- 
rity holdings. At the same time, this rate would be well below what 
the Federal Government would have to pay on the open market. 

Inasmuch as State and municipality investment in Federal obliga- 
tions appears to be increasing by some $500 million per year any- 
way, it would simply mean that, with a little extra urging, the States 
and municipalities could invest in these special interstate highway 
trust fund obligations instead. ' 

I would further suggest that this issue could be made more attrac- 
tive if it were offered with the understanding that the States and 
municipalities would have a choice of action at the time of redemp- 
tion. They could either receive back their investment, plus interest, 
or could permit their holdings to be continued, and then to serve as 
their 10-percent payment in the 90-10 ratio program under which the 
interstate network is being constructed. 

As you know, somethting very similar is already in process in the 
form of the tax anticipation certificates whereby business firms pur- 
chase short-term notes, which presently yield 414 percent, and hold 
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them generally from 6 to 9 months as a payment against tax liabilities, 
The suggestion I make here is a continuation of that principle. 

In the broader sense, it is simply an application of the layaway 
plan which is commonly used by every thrifty American working 
girl and housewife to obtain housewares and apparel which she can- 
not purchase outright at the time she needs it. I bring this suggestion 
to your attention in the hope that it will assist you in your delibera- 
tions. 

Thank you, Mr. Chairman. 

The Cuarrman. We thank you, Congressman Slack, for your ap- 
pearance before this committee. 

The Cuatrman. Our next witness is Mr. Leach. 

Mr. Leach, it is my understanding that Mr. Bass intended to be here 
to introduce you. 

Mr. Leacu. I understand he had some important matters on the 
floor. 

The Cuatrman. Mr. Everett wanted to be here to enter a state- 
ment immediately following your statement, but he, too, is detained 
on the floor. 

Mr. Frazier and Mr. Baker, both members of the committee from, 
Tennessee, are there for the same reason. 

Mr. Lracu. I spoke to both of them this morning, Mr. Chairman, 
and had a pleasant visit with them. 

The Cramman. Would you identify yourself for the record, by 
giving your name and capacity in which you appear? 


STATEMENT OF WILLIAM LEACH, EXECUTIVE SECRETARY, TEN- 
NESSEE COUNTY SERVICES ASSOCIATION, ON BEHALF OF 
NATIONAL ASSOCIATION OF COUNTY OFFICIALS 


Mr. Leacu. Mr. Chairman and members of the committee, my name 
is William Leach. I am executive secretary of the Tennessee County 
Services Association, and a member of.the National Association of 
County OfficialK—_NACO. NACO represents and speaks for nearly 
6,000 elected and appointed county officials in 47 States. 

I might state by a little more identification of who I am with refer- 
ence to the highway program that when the Highway Act of 1956 
was enacted, I was the commissioner of highways and public works 
for the State of Tennessee, and more or less grew up with the pro- 

ram. I resigned in November of last year, and since that time have 
n with the County Officials Association. 

The National Association of County Officials strongly endorses the 
Federal-Aid Highway Act of 1956 and commends the U.S. Congress 
for passage of one of the most significant pieces of legislation in the 
history of the country. 

It is our understanding that unless this session of the Congress pro- 
duces a workable solution to the present Federal-aid highways’ finan- 
cial crisis, that as early as October of this year the U.S. Bureau of 
Public Roads will be unable to honor vouchers presented for reim- 
bursement by the State highway departments. 

Tf this should happen, it will be a violation of the contractual rela- 
tionships which have existed between the Federal Government and 
the State highway departments since 1922. This is the very heart 
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of the teamwork approach to highway building which has marked 
the Federal highway program as a model for Federal, State, and 
local relations. 

Inability of the Federal Government to honor reimbursement vouch- 
ers by the State highway departments would mean almost immediate 
cessation of highway construction in all four categories of Federal- 
aid highways—the interstate, primary, urban extension, and secondary 
highway systems. The disruption of this mammoth road-building 
program at this time would have a most profound economic impact 
on the entire Nation. 

In searching for a solution to the financial crisis, we would urge 
the Congress to do nothing which would interfere with the develop- 
ment of a balanced Federal-aid highway program, giving appro- 
priate a eae to interstate, primary, urban, and secondary high- 
way needs. 

i. we pointed out so forcefully and so often in the discussions 
preceding the passage of the 1956 act, the Nation’s highway transpor- 
tation needs are for a balanced National System with recognition of 
the fact that we must devote adequate portions of our total 
road financial assistance in those areas where the traflic generation 
is the highest. The National Association of County Officials would 
be most strongly opposed to any effort to count out or greatly reduce 
Federal assistance for any one or more of the four major categories 
of Federal highway assistance. 

While the national association has never taken a direct stand 
against Federal increases in gasoline taxes, many of our State associa- 
tions of county officials have done so, and there is a strong feeling 
on the part of all county officials that if the Federal Government 
increased its gasoline tax significantly, it would make it infinitely more 
dificult for the States to increase their State gasoline taxes as they 
must to match Federal financial assistance. We feel strongly that 
a gasoline tax increase at the Federal level would have the ultimate 
effect of forcing the States and local governments out of all non- 
federally aided highway construction. 

Our policy statement and our traditional stand on the matter of 
highway finance can be summarized as follows: 

lighways serve a national defense and civil defense purpose. This 
purpose requires highway financing in part from revenues from 
sources other than highway user taxes. After reasonable allowance 
for this general public interest, the financial burden should be borne 
by the highway user. 

The Federal Government should make available for the entire Fed- 
eral-aid program an amount equal to the total of all the receipts for 
highway user taxes, gathered under present laws. It is strongly rec- 
ommended to the Congress that the proceeds of Federal highway user 
taxes be devoted exclusively to highway purposes. 

I appreciate this opportunity to appear before you. I will endeavor 
to answer, to the best of my knowledge and ability, any questions that 
you may have. 

The Cruamman. Mr. Leach, we appreciate very much your coming 
to the committee. I have learned from Mr. Bass and Mr. Everett, 
whom you succeeded, I think, as president of the county judges, did 
you not, in Tennessee—— 
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Mr. Leacn. Yes, sir. I cannot occupy the big seat that he does, but 
T am sitting in it. 

Mr. Bass. Mr. Chairman, may I have the record show that Mr, 
Leach is one of my very fine constituents and in addition to being a 
former county judge and head of the County Services of Tennessee, 
he served also for 6 years as highway commissioner of ‘Tennessee! 
Certainly there is no one more capable of discussing this subject than 
is Mr. Leach of my home district in Tennessee. 

The CuHatrman. I appreciate knowing that. I understood that 
from talking to you earlier, that Mr. Leach was very well qualified 
to discuss this matter. 

Mr. Frazier ? 

Mr. Frazier. I want to take this occasion to congratulate Judge 
Leach on his very fine statement. I would like to add this: that I do 
not believe there is any man in Tennessee that knows more about the 
public roads than Judge Leach does, and who has had more to do with 
the program, with this program, that has been initiated down there 
in Tennessee. 

Mr. Leacu. Thank you, Congressman. 

Mr. Baker. Mr. Chairman 

The Cuarrman. Mr. Baker? 

Mr. Baxer. I have been associated with Judge Leach for many 
ears. I haveobserved him inaction. He is literally a 
uighway commissioner, and I respect his views most highly. 

Mr. Leacu. Thank you, gentlemen. I am grateful to hear those re- 

marks from Congressmen from my home State. Thank you. 

The Cuatrrman. Thank you. 

Mr. Scholl, please identify yourself by giving your full name and 
address and the capacity in which you appear. 


STATEMENT OF ROBERT H. SCHOLL, ON BEHALF OF AMERICAN 
PETROLEUM INSTITUTE, WESTERN OIL & GAS ASSOCIATION, AND 
ROCKY MOUNTAIN OIL & GAS ASSOCIATION 


Mr. Scuoti. My name is Robert H. Scholl, a vice president of Esso 
Standard Oil Co. I have my office in New York City. I am represent- 
ing the American Petroleum Institute, the Western Oil & Gas Asso- 
ciation, and the Rocky Mountain Oil & Gas Association. 

The CuatrMan. You are recognized, Mr. Scholl. 

Mr. Scuouw. I appreciate the opportunity of presenting the views 
of these three associations. It is probably unnecessary to point out 
that all of us in the petroleum industry have a vital interest in good 
highways. We are convinced that good highways make an important 
contribution to the expanding economy of our country, and we are also 
well aware that they provide an important market for our products. 
We have, therefore, been following the progress of the Federal inter- 
state highway program closely. 

In appraising the financing problem, some brief reference to what 
has happened in the last 3 years seems necessary. It will be recalled 
that back in 1956 when the interstate program was approved, a long- 
range financing plan was adopted to underwrite the cost. As a major 
part of that plan, the Federal tax on gasoline and diesel fuel was in- 
creased 50 percent, to 3 cents a gallon. 
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The proceeds from this tax, along with certain other Federal high- 
way user taxes, were earmarked to go into a Federal highway trust 
fund and be applied to the program. It might be mentioned, in pass- 
ing, that the gasoline tax accounts for about 80 percent of all the 
revenue which presently goes into this trust fund. 

The estimates prepared at that time indicated that these earmarked 
taxes would provide suflicient revenues over a period of 16 years to 
finance the program, and that no additional taxes would be required. 

Now, however, only 3 short years later, we are told that additional 
funds must be raised if the program is to proceed on schedule, and 
once again the gasoline tax 1s being singled out as the source from 
which the additional money should come. Once again, too, the sug- 
gestion is being made that the gasoline tax be increased only on a 
temporary basis. Gentlemen, there is nothing so permanent as a tem- 
porary gasoline tax, and we have only to look at the record to prove 
that point. 

When the first Federal gasoline tax was imposed back in 1932 at the 
rate of 1 cent a gallon, it was supposed to be for only 1 year to meet 
a national economic emergency and help balance the general budget. 
But what happened ? 

Instead of being repealed, the tax was continued and when another 
national emergency arose in 1940, the rate was increased to 114 cents 
agallon. That rate was maintained to help finance World War II, and 
then along came the Korean conflict and again the gasoline tax was 
raised by another notch to 2 cents a gallon. 

It is interesting to note that during all this time when the Fed- 
eral gasoline tax was continued and even increased by 100 percent, 
it had no connection whatever with Federal highway aid or road con- 
struction. In fact, the increases in 1940 and in 1951 were enacted 
at a time when highway construction was being cut back so that 
materials and manpower could be marshaled to prosecute the war 
effort. 

It was not until 1956 that the Federal gasoline tax was made a 
road tax and the proceeds from the tax, which was raised to 3 cents a 
gallon, were earmarked for the new highway program. 

I am citing this record to illustrate how a temporary tax has gone 
on and on, while the rate of the tax has tripled during the inter- 
vening years. 

This, of course, is only part of the story, because all the States 
have also increased their gasoline tax rates during this same period. 
For example, since the end of World War II there have been over 
70 increases in State gasoline tax rates. This year alone, four States 
have raised their gasoline taxes, two of them by 2 cents a gallon. 

During the decade ending in 1958, combined Federal and State 
gasoline taxes jumped by approximately 87 percent, while the na- 
tionwide average price of regular grade gasoline at the pump, ex- 
cluding taxes, increased less than 6 percent—5.9 percent to be exact. 
Thus, during this 10-year period taxes on gasoline increased over 
SIX times as much as the retail price of the fuel itself. 

As a result of all the increases which have occurred in recent 
years, we find that taxes on our main product have now reached a 
point where they are equivalent to about 41 percent of the average re- 
tail price—ex-tax—57 percent of the tank wagon price, and about 
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82 percent of the average price of regular grade gasoline at the re- 
finery gate. 

Obviously, gasoline today is not a luxury, and when taxes on such 
a vital comodity reach proportions of this size, other means and 
other sources of revenue should be looked to before adding any fur- 
ther tax penalty on this product. The gasoline buyer is not a dif- 
ferent kind of taxpayer, better able to pay taxes than others. He 
is an average citizen paying all the other taxes which all of us share, 
There must be some point at which it will be conceded that, in his 
particular role as a buyer of gasoline, he is being asked to carry 
more than a fair share of the overall tax load. We think that point 
has been reached. 

To push this tax burden to still higher levels could well be a 
dangerous step. The point of diminishing returns in taxation is 
difficult to pinpoint but the problem is nonetheless real. At some 
point a further increase in the gasoline tax could set off a train of 
circumstances which would adversely affect many segments of the 
economy and result in both the Federal and State Governments col- 
lecting less revenue than they are now receiving. 

In a period of inflation and general rising prosperity, such as 
we have been experiencing, the effect will be delayed. But already 
there is evident one new development which seems to have a signifi- 
cant bearing on this point, and that is the trend toward the small, 
economy car. 

One prominent automobile manufacturer recently predicted that 
sales of compact economy cars will be running at an annual level of 
3 or 4 million units within the next 2 or 3 years. If that prediction 
materializes, it is not difficult to see what effect it can have on gasoline 
demand. 

And, of course, the effect would not just stop with the petroleum 
industry, because it would also mean that the Federal and State gov- 
ernments would collect less revenue from the gasoline tax. 

It seems doubtful that the people who are buying smaller cars today 
are doing so because they prefer them to the conventional-size auto- 
mobile. It is primarily a matter of economy, or economics, if you 
will. The average automobile owner today, faced as he is with a 
costs and taxes on all sides, is trying to hold his transportation bil 
to a level he can afford, and the smaller car is the medium which offers 
him a way of doing just that. Certainly this is what has happened 
abroad where the smaller car, and even the motor scooter, are the 
accepted means of transportation. 

Today we are planning and building the most elaborate system of 
highways this country or any country in the world has ever seen. It 
would be ironic to populate these vast multilane, high-speed express- 
ways with diminutive economy vehicles. This image is, to say the 
least, incongruous. 

This bring us to the key question: What other ways and means can 
be employed to meet the financial dilemma which is now facing the 
highway program, instead of adding further to the tax burden on 
gasoline 

By way of background, it is important not to overlook three major 
factors in the present situation. First, it should be remembered that 
when the trust fund was set up in 1956 it was immediately saddled 
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with a debt of $1,980 million. This represented apportionments 
which had been made under previous Federal highway acts and which 
normally would have been paid out of the general funds of the 
Treasury. 

Secondly: the highway program was, in effect, made a pump-prim- 
ing medium in 1958 to help provide jobs and stem the general business 
recession. To that end, Congress authorized supplemental appor- 
tioments out of the highway trust fund in the amount of $1.2 bil- 
lion—$400 million for the ABC roads and $800 million for the Inter- 
state System. 

A third factor which has complicated the situation is the so-called 
Byrd amendment, written into the 1956 Federal Highway Act just 
before the measure was approved by Congress, which stipulated that 
no interstate apportionment could be made out of the Federal high- 
way trust fund unless the money to meet the apportionment will be 
available to meet it. 

This amendment, however, was lifted for 2 years, 1959 and 1960, 
permitting the full apportionment of interstate funds authorized for 
those years, even though the earmarked revenues going into the fund 
apparently are not adequate to meet the expenditures called for by 
these apportionments. 

As we understand it, these are the principal factors which have 
brought about the financial difficulties now facing the highway pro- 
gram, the solution to which your committee is seeking. 

We, of course, fully realize that the situation is complex and we do 
not presume to have any simple or cs answer. We would like to 
comment, however, on some ideas which have been suggested. 

It has been strongly urged that highway user taxpayers are an 
appropriate source for whatever additional funds may be required 
for the interstate program. We are convinced that in all fairness 
they should not be the sole source of such funds. However, if the 
other view is to prevail, it seems clear to us that all highway user 
taxes presently being paid into the Federal Treasury should be turned 
over to the highway trust fund to the extent that may be required. 

During the 1958 fiscal year, the Federal Government collected ap- 

came, $3.6 billion from special taxes on motor vehicle owners. 
fet only a little over $2 billion of this went into the highway trust 
fund, and the balance continued to go into the general fund of the 
Treasury. If all these taxes were applied to the program it could 
be financed in less than 16 years. 
_ Such action would be consistent with the Federal highway law 
itself which contains a special provision—known as the Hayden- 
Cartwright Act—penalizing, by reduced Federal highway aid grants, 
any States that divert their highway user tax revenues to nonhigh- 
Way purposes under conditions prescribed in the measure. 

This provision states that “it is unfair and unjust to tax motor 
vehicle transportation unless the proceeds of such taxation are applied 
to the construction, improvement, or maintenance of highways.” 

Another possible approach to the problem which has been sug- 
gested is to extend the period of the program to coincide with the 
revenues available from present taxes earmarked for its financing. 
This has been discussed a good deal in this hearing. 
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Even with this time extension of the program, it would still mean 
that the States would be able to bend annually between two and 
three times as much on their main highways as they have been spend. 
ing on the average in the last 10 years. 

If consideration is given only to the financial problem which may 
develop in the next year or two, one solution would be to suspend the 
Byrd amendment for a further period. This would make it possible 
to apportion whatever amount of interstate funds is deemed to le 
needed for those years and the States could continue to plan and le 
contracts against these apportionments. 

These appointments, moreover, would not have any significant 
effect on the general fund budget in the next year or two, since actual 
expenditures against them probably would not reach substantial 
proportions until the 1963 fiscal year. 

Another alternative which has been discussed, and which would 
accomplish the same objective, would be to issue short-term bonds 
in whatever amount may be needed. These would be a lien on trust 
omy revenues and would be paid out of subsequent receipts of that 

und. 

An important consideration in any current planning is that two of 
the special reports which the Bureau of Public Roads is currently 
making and which would have a direct bearing on the highway pro- 
gram will be available early in 1961. One of these studies will present 
a thorough reappraisal of the interstate program. 

The other important report which the Bureau is slated to submit 
in January 1961 is the cost allocation study which it was directed to 
make by Congress back in 1956 in order to determine how road costs 
should be equitably allocated not only among highway user groups 
as such, but also among other beneficiaries besides the direct users 

Both these studies no doubt will contain valuable information which 
will provide a better basis for evaluating and formulating a tax strue- 
ture that will more equitably distribute the cost of the program among 
all beneficiaries. 

The progress reports on the cost allocation study which the Bureau 
has issued so far clearly outline the broad scope of benefits which ar 
expected to flow from the new highway program to nonhighway 
users. For example, the third of these progress reports which was 
issued a few months ago stated in part: 

There exists a formidable array of direct and indirect benefits resulting from 
the actual use of such highways * * *. There are real and extensive beneficiary 
groups other than highway users as such that reap the advantages * * * of high 
way * * * improvement; and * * * the total magnitude of these benefits i 
great. 

In a matter of this ee it is important to reach conclusion 
which are just and equitable. A long-term plan based on inadequate 
data could have serious repercussions. Such a plan should await the 
completion of the studies now underway which the Congress felt wer 
necessary to reach correct decisions. 

Mr. Chairman, that is the end of my statement. 

The Crarmman. Are there any questions of Mr. Scholl? 

Mr. Scholl, we thank you, sir, for bringing to us this presentatio 
of views. We appreciate your coming to the committee and submit 
ting this valuable information. 
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Mr. Scuotu. Thank you, sir. 
The CuarmMan. Our next witness is Mr. Brazell. 

Will you identify yourself by giving your full name, your address, 
and the capacity in which you appear, please 


STATEMENT OF REID BRAZELL, ON BEHALF OF NATIONAL 
PETROLEUM ASSOCIATION 


Mr. Brazen. My name is Reid Brazell. I am president of Leonard 
Refineries, Inc., of Alma, Mich., an independent refiner. I am ap- 
pearing before you today on behalf of the National Petroleum Asso- 
ciation, Washington, D.C., the Western Petroleum Refiners Associa- 
tion, Tulsa, Okla., the Independent Refiners Association of Califor- 
nia, Inc., Los Angeles, Calif., and the Pennsylvania Grade Crude Oil 
Association, Oil City, Pa. 

As manufacturers and marketers of motor fuel, as well as other 
petroleum products, the refining segment of the oil industry has a 
deep and natural concern in the progress of highway development. 
The independent refiners probably are more concerned than the major 
oil companies, not only regarding actual progress in new road con- 
struction which should stimulate driving and increase sales of gaso- 
line, but they are also concerned about the means which are suggested 
to finance the Federal highway program. Proposals have been set 
before you which call for an increase in the rates of Federal tax on 

asoline. 

4 I, as an independent refiner, and the membership of those associa- 
tions which I today represent, are firmly opposed to any increase in 
the Federal tax on gasoline. We are convinced that an increase in 
the Federal tax on gasoline would hurt us. Not only would it hurt 
us, it would hurt all segments of the petroleum industry. And, we 
think, more important as far as you are concerned, it would impose on 
the consuming public an additional burden that it should not be asked 
to assume. It could and probably would seriously impair highway 
programs in your respective States. 

Others who have appeared before you have spoken of the burden 
which the tax on gasoline—averaging more than 9 cents a gallon, 
nationwide, including both State and Federal taxes—represents to 
gasoline users. I will not belabor this point, other than to remind you 
that much of this fuel is consumed in essential driving, by working- 
men going to and from their jobs, by farmers bringing their produce 
to market, by housewives traveling to and from schools, churches, and 
shopping areas, and, of course, by commercial highway transportation 
upon which our economy so greatly depends. 

People in our industry are occasionally asked why we are so deeply . 
concerned over the trend toward higher gasoline tax rates, stating 
that, in the final analysis, the consumer pays, not the industry. 

Speaking as an independent refiner, I can tell you that the sale of 
gasoline is subject to the fiercest kind of competitive pressures. I 
think, sir, being from Arkansas, knowing some of the refiners down 
there, you recognize some of the problems that. they have. It is a 
terrifically competitive industry, as you well know. 

Like all industries, we are faced with rising costs of doing business. 
At the same time, an intensely competitive market makes it increas- 
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ingly difficult to recover these costs. We must, and we do, remain 
competitive with other companies in terms of the quality of our prod- 
ucts and in terms of price. The industry—and especially the small 
refiner—is caught today in a cost-price squeeze. 

Gasoline taxes already constitute a rigid element averaging about 
80 percent of the refinery price of the product. We are fearful that 
any further increase in this tax will simply tighten the vise still more, 
We are having a bad time right now. 

Our best hope for relief lies in an expanded demand, but raising the 
cost of gasoline through additional taxes will certainly not help to 
bring this about. Many of these same factors, of course, are pressing 
down upon our jobbers and retail dealers. 

I know that you gentlemen are conscious of the fact that State gov- 
ernments are also looking to this same source to finance their own road 

rograms. There have been between 60 and 70 separate increases in 
State gasoline tax rates since the end of World War II. I would like 
to say that this is a very dangerous point, and we should not look too 
much out the window, because we are liable to fall right on our face, 

Gentlemen, I say this to you in all sincerity. There is a limit to 
how much tax a single product can bear. We feel that there are 
clear signs that we are fast approaching that danger point. Reduced 
consumption of gasoline per vehicle is one. The trend to small, 
economy cars is another. Look at the number of small car imports. 

Is it wise, is it in the public interest, to ignore these signs and push 
forward to find out at what exact point the law of diminishing 
returns will set in? Isn’t it a little like leaning out a 10th story 
window to see just when the law of gravity will take over? 

We have heard much in recent years about traffic congestion. Iam 
told that one economist not long ago seriously proposed drastic in- 
creases in gasoline tax rates as the quickest way to solve the traffic 
congestion problem, simply by discouraging the use of vehicles. His 
solution would work, I am convinced of that. Whether we would 
welcome the collateral effects on our economy is something else again. 

If not a gasoline tax increase, how then should you solve the financial 
problem facing the Federal road program? I understand that 
various alternatives have been presented at you hearings and that 
others may be put before you by later witnesses. Many of these 
solutions have great merit and all deserve the thoughtful considera- 
tion which I know you will give to them. 

I cannot help but be impressed with the logic of the view that the 
fairest step to take would be to apply to the highway trust fund 
whatever portion may be necessary of the $1.5 billion yearly in Federal 
automotive excise taxes not now going into the program. I know 
people who have talked to you today have said that it shouldn’t hap- 
pen, but in all candor, you should consider it. 

In all candor, I believe that if Congress had known 3 years ago 
that the cost of the program would run as high as now seems to be 
the case, it would have turned to this source of financing in the 1956 
act. 

Estimates of how much the program’s cost has risen must be dis- 
turbing to you, as they are to many other people. I make no pretense, 
needless to say, of being a road engineering expert. It does seem to 
be just commonsense, however, especially when we are faced with 
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such acute financing difficulties, to take a fairly close look at whether 
we are getting a full dollar’s value for each dollar spent. 

In this connection, there is one phase of the problem with which I 
am somewhat familiar, that of road-surfacing materials. I am con- 
vinced that substantial savings could be effected if the specifications 
for road-paving contracts in every State were opened to competing 
surfacing materials. It has been estimated that construction of the 
Interstate System with heavy-duty asphalt—now barred completely 
in some States—could result in savings of nearly $3 billion as opposed 
to the cost of comparable rigid pavement design. 

By the same token, commonsense indicates that the overall stand- 
ards to which the system is to be built should be scrutinized closely. 
The Bureau of Public Roads, for obvious reasons, is insisting that the 
States adhere to certain minimum standards, There would be little 
point to designing and constructing arteries which would shortly be- 
come obsolete. 

At the same time, however, a good case can be made for establishing 
maximum or ceiling standards geared to the actual and reasonably 
anticipated needs of a State or area. All of us are aware of how 
easy it is for local pressures to lead to overbuilding of facilities in 
sparsely traveled locations or unnecessarily high expenditures for 
rights-of-way in urban sections. 

This is especially true when many States reason—erroneously— 
that they are operating with 10-cent dollars. I think one of you 

ntlemen yesterday suggested that if you had a program to build a 
£95,000 house and somebody walked in and said, “It is going to cost 
you $36,000,” you would stop and take a look. Actually, what would 
you do? You would either build it for $25,000 or you would take 
the gold-plating out, or get competitive bids or do something else. 

If you needed housing, you would work at it seriously. I think 
that is what you gentlemen have, a real problem. I certainly do not 
envy you your job, 

Senator Gore suggested that there should be a high standard as 
well as a low standard. I believe you will recall that, Mr. Chairman. 
In this regard, I recall a statement by Senator Gore, one of the 
authors of the 1956 Highway Act: 

But since the Federal Government pays a minimum of 90 percent and up to 
9 percent of the cost of these highways,-the question is raised as to whether 
we should not in fact establish ceiling standards as well, or otherwise restrain 
possible excess enthusiasm in the use of 90-percent Federal money. 

In the light of these factors, there is a considerable body of opinion 
which holds that a reappraisal of the overall cost of the program 
would be in order, before resorting to additional taxation. 

_ Regardless of the total cost of the program, however, I do not be- 
lieve that a good case can be made—other than strictly on the basis of 
expediency—for placing the full burden on the shoulders of the high- 
way user, as is now the case. This fact has been implicitly recognized 
ever since the road program was first proposed several years ago. 
The importance of the Interstate System to national defense and other 
benefits accruing to the public as a whole have been repeatedly em- 
phasized. 

As we all know, a study is now in progress to determine just how 
these costs should be fairly snoseiaael. Preliminary reports already 
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released make it clear that there are many beneficiaries other than 
the motor-vehicle owner. Pending completion of this study, it would 
be the height of injustice to further distort the existing imbalance b 
compelling the highway user to add to the disproportionate load he is 
already carrying. 

To summarize, from a long-term standpoint, there are many ques- 
tions which should be answered about the scope and financing of this 
program before a permanent fiscal solution is determined upon. If, 
m your judgment, some step must be taken at this time to keep the 
program on schedule, it should be of an intermediate nature—such as 
short-term bonds or temporary borrowing from general funds. 

If we are realists, we must admit that a temporary gasoline tax 
increase is not an intermediate type of action. We must face up to 
the fact that such an increase would, in all probability, never be re- 
moved ; it would beome just as permanent as have all the other tem- 
porary increases in this levy enacted in the past. 

A further increase in the gasoline tax would, in our judgment, be 
an unwarranted imposition and a breach of faith with the Nation's 
highway users who are already being shortchanged to the tune of 
$1.5 billion annually. 

I can assure you that it would also have serious repercussions on 
thousands of independent businessmen in the petroleum industry in 
your respective States. 

Thank you, Mr. Chairman. 

The Cuarman. Mr. Brazell, you work very closely, I imagine, as 
a member of the board of the National Petroleum Association, with 
representatives of the automobile industry, do you not ¢ 

Mr. Yes, sir. 

The Cuarrman. I notice you recommend in your statement that 
in order to provide additional road money, we not increase the tax 
on gasoline, but that we transfer from the general fund whatever 
proportion may be necessary of the $1.5 billion yearly from the Fed- 
eral automobile excise taxes not now going into the program. 

Mr. Yes, sir. 

The Cuarrman. From your close association with the automobile 
industry, can you tell us whether or not the industry, itself, would go 
along with your recommendation ? 

Mr. Brazety. I think they would not. I think they would not go 
along, sir. 

They recognize the excise taxes, which started out in 1917, went up 
and down, and they are hopeful of cutting that out, but if they ever 
get dedicated to highway funds they never will get rid of it. I am 
sure of that. 

The Cuarrman. How will we get the highway program constructed 
if we don’t dedicate something to it, either gasoline taxes or excise 
taxes paid on those vehicles that are put on these roads? How will 
we get the road system if we do not use some money for it? 

Everybody. wants the Interstate System. Nobody seems to want 
it slowed down, but there is not much acceptance of the idea that we 
provide the money for it as we are building it. Congress has dedi- 
cated itself to that principle. 

Mr. Brazeii. You, Mr. Chairman, are a very prudent businessman. 

The Cuareman. I am not prudent enough to figure out that kind 
of a dilemma, though. 
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Mr. Brazevt., Do you think it would be proper to spend money that 
you don’t have? 
The CuarrMAn. Pardon? 

Mr. Brazevy. Would you think it would be proper to spend money 
that you don’t have? 

The Cuarrman. No, sir. That is what I am trying to avoid right 
now. I don’t want to issue bonds against a trust fund that does not 
have enough money in it to pay them back. I do not want to have 
to vote a cent and a half increase in gasoline. You are suggesting 
that it will be very detrimental to many segments of your industry, 
including the small business people connected with it, 1f we have any 
increase In gasoline. 

Your suggestion is that in lieu of that we ought to take from the 

general fund some of the automoble excise tax. I was asking the 
question if the automobile industry, itself, would oppose that, and 
you say it will. 
' Mr. Brazewu. I was only suggesting that, sir, if, in your opinion, 
it beeomes necessary to push the program forward at the same speed 
at which it presently is scheduled to go. I certainly am not suggest- 
ing at all—well, frankly I would like to say this to you, Mr. Chair- 
man: I think you ought to stop and take a reevaluation of the whole 
situation. 

The CuamrmMan. I am perfectly willing to do that. But that is 
not the responsibility of this committee, and that is not the problem 
we have here. 

Another committee of the House will do that; is doing it, or can 
do it. 

The problem with us is this immediate situation that we are in, of 
not being able to make apportionments under existing law for expen- 
ditures in the fiscal year 1961. If we are not to dedidate any of these 
excise taxes going into the general fund for that purpose, if we are 
not to increase the gasoline tax, itself, in order to provide more money, 
are you suggesting that in lieu of those things we might find some 
comfort in the issuance of bonds? 

Mr. Brazevi. Frankly, no. That was merely a suggestion if it was 
necessary to proceed with the program at the present I would suggest 
that. you get the money from some other points other than imposing 
a tax on gasoline. 
_ The CHAIRMAN. And the automobile industry is saying, “Don’t put 
it on us. 

That is the reason I was asking you whether the automobile indus- 
try would go along with your recommendation, as toa way out. But 
you say that the automobile iadustry would oppose it. 

If there is no satisfactory way of doing this thing, we may end 
up with not doing anything. I do not know what the Public Works 
Committee would do under the circumstances. Maybe the program 
would just have to come toa halt temporarily. 

That is not what you want in the oil industry, is it? That is not 
what the automobile industry wants, I would not think. 

Mr. Brazen. No. 

The Cuarrman. Maybe you folks can get off in a corner together 
and agree that we do a little something to both of you. Could you 
agree to that? 
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Mr. Brazetu. I would like to suggest to you, Mr. Chairman, that 
if you are going to proceed with this program, that possibly you 
should ask the various States to take competitive bids on various com- 
petitive materials, and that you might find that the price of this road 
program would not be quite as high as it is presently. 

The Cuarrman. Do you mean to use sahals on it? 

Mr. Brazetu. Asphalt, asphaltic concrete. It is a very fine ma- 
terial and costs much less than maybe cement in many places. 

The Cuarrman. I am not so much concerned about what they use 
in the way of surfacing it right now as I am concerned about some 
method to get some money for either one of them. We cannot bu 
asphalt or cement either one, unless we put more money into this 
trust fund some way. 

Mr. Brazevi. Are you sure of that? 

The Cuarrman. That is what they tell us. If there is some other 
way of doing it, I would like to know it. The money is not there 
now. 

Mr. Brazetx. I am not convinced that the numbers that you pres- 
ently have are good numbers at all. You know, it started out and 
there was a $15 million deal on this thing, and then it got up to $23 
million—no, $15 billion and $23 billion. Then it turned out to be 
almost $25 billion. In the last day or two you have been told it was 
$36 billion. 

The Carman. I have been told a lot longer than that it was going 
to cost $36 billion. 

Mr. Brazevzu. Our people over here in the petroleum industry tell 
me it is going to cost about $40 billion. 

The Cuairman. I imagine you are about right. 

Mr. Brazeu. I think it is about time that you stopped and took a 
look at things to find out just how much is it going to cost before you 
start imposing. 

The Cuatrman. Is that what you are suggesting now as a repre 
sentative of the National Petroleum Association, that we stop the 
whole thing until we can reevaluate it ? 

Mr. Brazeii. I am suggesting that you take a new look and find 
out what the facts are, if there are any facts. 

The Cuairman. It takes a long time to study it. If we are going 
to stop long enough to study it, it may be stopped quite a while. 

Mr. Sir? 

The Cuatrman. I say it generally takes a long time to study these 
situations. If we stop it for the purpose of studying it, it may be 
stopped for a long while. There are no allocations for 1961, and 
$500 million of allocations for 1962. That is what we can do. I 
would not think your organization would want us to do that, frankly. 
I think you want this road program to go ahead. Don’t you? 

Mr. Brazetu. Well, we would like to see it go ahead, but certainly 
not at the expense to the public. 

The CuatrMan. You mean at the expense of a gasoline tax increase. 

Mr. Brazewu. No,sir. No. 

The Cuarrman. I can understand the position of your organiza- 
tion. Idonot blame you. 

Mr. Braze.. Seriously, I pay a lot of taxes, and so do you. 
The Cuairman. More than I want to. More than I would like to. 
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Mr. Brazety. Yes, me, too. But I think that we could stop and 
take a look at the whole situation and find out what are the facts. 

The CHARMAN. I want you to bear in mind that if we stop and do 
that, it may take us quite a bit of time to do that, and it may mean 
a cessation for quite a few months. 

Mr. Brazett. What would you do, Mr. Chairman, if it were your 
money and you were building a road out to your house? You would 
stop and take a look, would you not ? 

‘he Cuarrman. Yes, I would do that. 

Mr. Brazett. I think I would, too. 

The Cuarrman. I am aekinig you, is that what your organization 
wants you to do in this instance 

Mr. Brazect. I do not know what the organization wants to do, 
but that is what I would do. 

Mr. Mason. Mr, Chairman ? 

The CuarrMan. Mr. Mason. 

Mr. Mason. Mr. Brazell, don’t you think it is rather silly for us to 
take millions of dollars out of the general fund, that is so sacrosanct, 
and spend it to build roads in Afghanistan and a lot of other places 
in the world, and then say, “We just can’t take a penny out of the 
general fund to build roads in our own land”? 

Isn’t that rather silly, in your opinion ? 

Mr. Brazett. Well, I have not been there in that country, sir, but 
I would say that it sounds silly. 

Mr. Mason. That is what we are doing; that is exactly what we 
are doing. 

I can tell you where you can get all the funds you would need to 
speed up this program, and not slacken it. That is just simply by 
taking half of the money we throw across the pond in foreign aid 
and using it on our road program for the benefit of our own highway 
users, just half. That would be a great plenty. That is all, Mr. 
Chairman. 

Mr. Harrtson. Mr. Chairman ? 

The Cuarrman. Mr. Harrison. 

Mr. Harrison. Are you advocating a fuel tax to finance the expen- 
ditures for roads in Afghanistan ? 

Mr. Brazect. Well, I don’t believe that I was. 

Mr. Harrison. I just wanted to say that I thoroughly agree with 
you about slowing up the program and taking a look at it, and want 
to commend you on behalf of your industry to come in and say so. 

Mr. Curtis. Mr. Chairman ? 

The Cuarman. Mr. Curtis. 

Mr. Curtis. I want to commend the gentleman for his paper and 
also his emphasis of the expenditure aspect. I would like to state 
that I do not believe there are things quite as bad as the chairman 
would make as the alternatives. It is not necessarily stopping and 
looking, but certainly slowing it up enough to take a look. Icertainly 
think that that is a wise move. 

I was very much interested in one aspect of this thing, in this $3 
billion savings you think might result from a different kind of ma- 
terial, but before getting to that I would want to comment that one 
of the problems we face here on the committee, and the chairman has 
stated it to some degree, is the fact that there are several committees, 
at least one other, that his jurisdiction in this subject matter. 
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It is the balkanization of the authorization on the subject matter 
that creates some of the problems. 

But I suggest even a greater problem is the fact that in setting up 
a trust fund principle of expending money, and in setting up the pro- 
gram, we, to a large degree, effectively bypass the Appropriations 
Committees. 

The Appropriations Committees are really set up to do what we 
are really trying to do, to a degree, as the Ways and Means Committee, 

All these questiuns about expenditures 1 have posed is really a 
function of the Appropriations Committee. 

But the Public Works Committee, to which the chairman referred, 
is an authorization committee. It is not an appropriations com- 
mittee. 

This committee, regrettably, Mr. Chairman, has to do the appropria- 
tions function. 

Therefore, it is appropriate to ask you questions as to whether or 
not $3 billion might be saved on the type of material used. 

Let me ask you a couple of questions on that point. 

Is there not a difference in maintenance cost in this kind of ma- 
terial and also in the life? 

Mr. Brazewu. There certainly is, sir. The lesser cost material, 
asphaltic concrete, costs less to service. 

Mr. Curtis. Do you mean the maintenance is less, too ? 

Mr. Yes, sir. 

Mr. Curtis. How about the lifetime of it ? 

Mr. Braze tt. It is longer. 

Mr. Curtis. Then the obvious question is, why is it that some States 
will not permit it to be used ? 

Mr. Brazexi. I don’t know. I suppose they must have some good 
friends down there from the Portland Cement Co. 

Mr. Curtis. That is another interesting situation. I personally 
will look into it a little bit more. 

Mr. Brazewu. Sir, may I suggest that I would have the asphalt in- 
stitute send to each of you gentlemen on the committee some very 
pertinent information on this subject. I am sure that you will re 
ceive it not later than tomorrow. 

Mr. Curtis. I will be glad to get it- I will tell you what I will do 
with it. I will send it to the Bureau of Public Roads for their com- 
ments on it, and possibly to my own State highway commission, which 
is composed of some very capable people. 

Mr. Brazetu. In your own good State, sir, Missouri, which my wife 
came from, she is a hillbilly from down in Monette, Mo., there was a 
modern heavy duty asphalt pavement, 2.7-mile section, of the Inter- 
state System near Joplin, comparable in every respect to turnpike- 
type construction. This pavement cost Missouri only $2.65 per square 
yard, or $37,312 per mile. 

In this same area, at the same time, bids were received on slab 
pavement, that is cement, at $5.27 a yard, or $74,200 a mile, a little 
more than twice the amount. 

Mr. Curtis. The other thing I might do, in fairness, is to get this 
material and send it—I can’t think of any friends I have in the ce- 
ment business, but I can probably find some—and send it to them for 
comment. I do think that these kinds of suggestions, very seriously, 
are very necessary. 
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We will have to get into the expenditure side of this thing. I have 
about come to the conclusion that probably Congress never should 
deviate from our time-tested methods of authorization and appropria- 
tion, and let the committees that are experienced in their fields do the 
job. 

' It seems to me every time we get away from that process we get our- 
selves into a problem likethis. Thank you. 

Mr. Brazett. Mr, Chairman, may I direct one comment to Mr. 
Curtis in reply to his comment ? 

I feel very definitely that you folks should impose some place a 
responsibility for the various States to take competitive bids. 
Whether they use asphalt or not is not important. But they cer- 
tainly should find out whether or not it is going to cost more or 
less. 

Mr. Curtis. In answer to that, I, myself, have been very strongly 
in favor, and I still am, of letting the States who have done good jobs 
in roadbuilding continue to do the job. But there is the danger of 
the 90-10 formula. If it were a better matching fund, then incen- 
tive on the part of the State to be looking after what they have to 
dig up would be a great deal more. This is not a question of any- 
thing more than well-meaning and well-intentioned human beings 
doing the best they can. 

But a system where $9 out of every $10 is somebody else’s is cer- 
tainly not conducive to good economical planning or spending, and I 
think there is where we made our error, our fundamental error. 

Though it will put a little more burden on the States, I hope the 
States in turn will think that thing over, as to whether or not it is in 
the good interest of themselves in the long run, of this Nation in the 
long run, for us ever to spend money on that basis, where $9 has to 
be raised by someone else, and they do not have the problem, and they 
are spending $10 only $1 of their own. 

Mr. Brazecu. Spending $10 is pretty easy, is it not 

Mr. Curtis. It certainly is. If you figure on the payroll, for 
spending the $10 in your State, it will more than recoup the $1 out of 
that $10 that you have to dig up yourself. We have found in match- 
ing funds that 50-50 was what we used until we went to this 90-10. 
I think as long as we have a 90-10, 5 years from now we will have 
more trouble. 

Thank you. 

(The following material was received by the committee :) 

NATIONAL PETROLEUM ASSOCIATION, 
Washington, D.C., July 24, 1959. 
Hon. D. MILLs, 


Chairman, Committeee on Ways and Means, 
House of Representatives, Washington, D.C. 

My Drar Mr. CHAIRMAN: I want to thank you for the opportunity which your 
committee gave me yesterday to present the view of the oil-refining industry on 
the financing of the Federal highway program. I was impressed by the study 
that yon and other members of your committee are giving to this problem. 

You will recall that, during my appearance before you, several committee 
members asked questions about my statement that we could save $3 billion a 
year in highway costs if there was free competition among different types of 
surfacing materials, At that time, I offered to supply the committee with some 
Specific examples showing savings that could be made when free competition 
Is permitted. Enclosed is an exhibit marked “Appendix A,” which contains 


| 
| 
| 
= 
7 
= 
\ 


220 HIGHWAY FINANCING PROGRAM 


such information. I will appreciate it if you will include this letter and the 
exhibit as a part of my statement in your printed record. 

In submitting this information, I want to reiterate that we are not asking 
any preferential treatment for asphalt. We realize that this is a matter which 
will be decided by the State highway departments. We are confident that 
asphalt will hold its own, not only in original cost but in maintenance cost ag 
well, in any engineering test. We are also aware of the fact that other com- 
mittees of Congress are concerned with the operation of the highway program. 

The important thing, however, is that the Federal Government is paying most 
of the cost of the highway program. Certainly the taxpayers are entitled to 
insist that the money be spent so that we get the most roads for our money— 
and this means that there should be no artificial barriers to competition between 
all types of surfacing materials. 

Very truly yours, 
Rem BRAZELL, 
APPENDIX A 


The following are a few selected examples of the savings that can be made 
when free competition is permitted among various types of surfacing ma- 
terials. A complete brochure on each of the cases described below, as well as 
other detailed information on the comparative cost of asphalt versus other 
types of paving material, is available from the Asphalt Institute, Campus, Uni- 
versity of Maryland, College Park, Md. 


1. West Virginia 


The State of West Virginia has the rare distinction of being the only State 
in the Nation whose officials have seen fit to eliminate asphalt-pavement com- 
petition on its interstate highways by administrative decision. 

The result has been that West Virginia is paying $8.33 per square yard, or 
$234,572.80 per mile, for paving with concrete slabs its portion of Interstate 
Route 81 across the eastern panhandle of the State. At the Maryland line, 
West Virginia Interstate Route 81 will connect with Maryland Interstate 81— 
a modern, heavy-duty asphalt pavement let for $4.63 per square yard, or $130,- 
493.44 per mile. At the other end of this costly stretch of slab pavement it will 
eonnect with Virginia’s Interstate 8l—another modern, heavy-duty asphalt pave 
ment being built at an average cost of $4.34 per square yard, or $122,298.88 per 
paved mile. 

West Virginia is paying $104,079 per mile more than Maryland and $112,273 per 
mile more than Virginia to accommodate the same type and volume of traffic 
on the same general terrain. This is a prime example of extra cost dictated by 
decree. 


2. Missouri 


Despite visible evidence of asphalt durability and records of asphalt pave 
ment economy, Missouri has indicated a reluctance to consider asphalt pave 
ment for its 1,000 miles of interstate roads. Incredibly, Missouri is following 
this policy in spite of the fact that she already has demonstrated that she can 
Save aS much as 50 percent with asphalt construction. Last year Missouri 
began work on her first modern, heavy-duty asphalt pavement, a 2.7-mile section 
of the Interstate System near Joplin. Comparable in every respect with turn- 
pike-type construction, this pavement cost Missouri only $2.65 per square yard— 
or $37,312 per mile. In the same area, at the same time, bids were received for 
a slab pavement to cost $5.27 per square yard—or $74,200 per mile. 

Missouri’s own contractors, in free competitive bidding, have shown how mil- 
lions of dollars can be saved on the State’s Interstate System. 


3. Maryland 


While Maryland uses both asphalt and concrete, full advantage is not being 
taken in designing with asphalt. 


4. North Dakota 


Here is a State with very little experience in heavy-duty asphalt construction. 
Consequently, her people fell easy prey to the siren song of the concrete-pavement 
promoters, clamoring for these blamour pavements which would cost them only 
10 cents on the dollar. The State officials succumbed and favored concrete for 
the State’s 600 miles of interstate roads. This action was taken in spite of the 
fact that the State has many paving contractors ready and able to build modern 
asphalt pavements—and very few equipped and qualified to build concrete slabs. 
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An example of the potential savings that could be realized by paving the 
bulk of the North Dakota Interstate System with asphalt is shown by a case 
study on U.S. Route 10 through Valley City. Here are 13.1 miles of concrete 
slabs abutting 12.1 miles of modern-design heavy-duty asphapt pavement, one 
of the few examples of this high-type asphalt construction in the State. The 
cost of the concrete section, for a 10-inch-thick slab and 3 inches of subbase, 
was $87,358.87 per mile of two-lane roadway. The asphalt pavement, 5 inches 
of asphalt-concrete base and wearing surface on 12 inches of gravel subbase, 
was $39,010.70 per mile. Here is a demonstrated asphalt saving of $48,348.17 
per mile of two-lane roadway. If applied on North Dakota’s 600 miles of in- 
terstate roads, a substantial part of which will be four-lane divided highway, the 
potential saving to the taxpayers of North Dakota and the United States might 
run as high as $30 million. 


5, Pennsylvania 

There is ample documentation for the fact that Pennsylvania can save many 
millions of dollars if its design engineers are given a free hand to make greater 
use of modern asphalt pavement. 

For instance, two contracts were let within the same week in 1957 for ad- 
joining sections of pavements on Traffic Route 31, an Interstate project in West- 
moreland County. One was a contract for asphalt concrete on 4.38 miles and 
the other was for 1.88 miles of reinforced concrete slab paving. Bid price on 
the asphalt section was $2,877,091.41 ($656,870 per mile) and for one-third the 
mileage on the adjoining slab section the bid price was $1,555,926.51 ($827,620 
per mile). This represented a comparative cost per square yard of $3.95 for 
asphalt and $6.00 for rigid concrete and a real saving, with asphalt pavement, or 
$170,750 per mile. 

The Pennsylvania Highway Department has just come under a new administra- 
tion. Whereas the former edministration was disinclined to consider the 
economy of asphalt pavement, the new administration is taking another look 
at the situation. 


6. Michigan 

This State traditionally has long been regarded as “concrete” State. While 
using asphalt extensively on its secondary system and peripheral sections of its 
primary system, Michigan always has specified rigid pavement on its main high- 
ways. However, when roadbuilding costs began to climb, the highway com- 
missioner promptly recognized the need to practice construction economy if he 
hoped to keep an ambitious road program on schedule. He instructed his de 
sign engineers to use engineering judgment in selecting pavement type on the 
Michigan Interstate System and other principal arteries. 

First effect of this directive was construction of a 6-mile dual expressway be- 
tween Grand Haven and Muskegon, paved with asphalt concrete at a cost of 
28,000 per mile below engineering estimates for rigid pavement. The com- 
missioner promptly followed with an announcement that an estimated 192 miles 
of heavy-duty asphalt would be included in the State’s 5-year construction sched- 
uled on the interstate and main-line systems. 


7. South Carolina 


By employing asphalt paving almost exclusively, the Palmetto State is in the 
happy position of being able to match, without strain, every penny of Federal- 
aid money apportioned to it. Further, it is second only to Texas in the mileage 
of interstate projects under control while, at the same time, racing forward 
with a full-blown program of construction and reconstruction on its primary 
and secondary roads. It offers an excellent example of how a State can put all 
available funds to work with maximum effects by exploiting the versatile qual- 
ities of asphalt paving. This State has traditionally taken advantage of as- 
phalt’s economy and is now applying this policy to its interstate mileage. 

8. Nevada 

Like South Carolina, the State of Nevada has consistently practiced asphalt- 
pavement economy. Recently, under pressure of outside influences, the State 
took bids for concrete pavement on a section of interstate road. But the bids 
were too high in relation to what comparable asphalt pavement had been costing, 


so the State rejected the bids for concrete and readvertised for asphalt pave- 
ment. 
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The Cuatrman. Are there further questions? 

If not, again thank you Mr. Brazell, 4 

Our next witness is Mr. Otis Ellis. 

Mr. Ellis, we recall you from previous appearances before the com- 
mittee, but for this record, please identify yourself again. 


or coming to us. 


STATEMENT OF OTIS H. ELLIS, GENERAL COUNSEL, NATIONAL OIL 
JOBBERS COUNCIL 


Mr. Exxis. My name is Otis H. Ellis, I am engaged in the general 
practice of law, maintaining offices at 1001 Connecticut Avenue, 
Washington, D.C., and appear here today on behalf of and in my ca- 

acity as general counsel for the National Oil Jobbers Council. The 
National Oil Jobbers Council is in effect a federation of 32 State 
and regional associations of independent oil jobbers representing job- 
bers in 39 States. 

Following is a list of the membership of the National Oil Jobbers 
Council: 


Alabama Petroleum Association, Inc. 

Arkansas Independent Oil Marketers Association. 

California Petroleum Marketers Council, Jobbers Division. 

Colorado Petroleum Marketers Association. 

Connecticut Petroleum Association. 

Empire State Petroleum Association, New York. 

Florida Petroleum Marketers Association, Inc. 

Georgia Oil Jobbers Association. 

Illinois Petroleum Marketers Association 

Independent Oilmen’s Association of New England (Maine, Mas- 
sachusetts, Rhode Island, New Hampshire, Vermont, and Con- 
necticut). 

Indiana Independent Petroleum Association, Inc. 

Intermountain Oil Jobbers Association (Utah, Idaho, and Nevada). 

Iowa Independent Oil Jobbers Association. 

Kentucky Petroleum Marketers Association, Jobber Division. 

Louisiana Oil Marketers Association, Jobber Divsion. 

Michigan Petroleum Association. 

Mississippi Oil Jobbers Association. 

Missouri Petroleum Association. 

Nebraska Petroleum Marketers, Inc. 

North Carolina Oil Jobbers Association 

Northwest Petroleum Association (Minnesota and North Dakota). 

Oklahoma Oil Jobbers Association. 

Oregon Independent Gasoline Jobbers & Distributors Association. 

Pennsylvania Petroleum Association. 

Petroleum Marketers Association of New Mexico, Jobber Division. 

South Carolina Oil Jobbers Association. 

South Dakota Independent Oil Men’s Association. 

Tennessee Oil Men’s Association. 

Texas Oil Jobbers Association. 

Virginia Petroleum Jobbers Association. 

Wisconsin Petroleum Association. 


Wyoming Oil Jobbers Assocation. 
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For the benefit of those members of the committee who are un- 
familiar with an oil jobber’s activities, I would like to briefly describe 
the role the jobber plays in the distribution of petroleum products 
throughout the Nation. 

(Oil jobbers sell and deliver approximately 30 percent of all gaso- 
line sold to service stations. In addition, jobbers distribute well over 
50 percent of all petroleum products to the farmers; over 50 percent 
of the imported commercial] fuel oils; and 85 percent of the fuel oil 
delivered to the homes of the Nation for heating purposes. Jobbers 
also enjoy a portion of the total commercial consumer account busi- 
ness on gasoline and diesel oil, although these accounts are rapidly 
being taken over by the major oil companies. Most gasoline jobbers 
own one or more service stations which they either lease to independ- 
ent dealers for operation or which the jobber operates himself with 
salaried 

From this it is apparent that the jobber is vitally concerned about 
road building programs which affect his distribution outlets and is 
equally concerned about the means of financing such programs so long 
as the taxation on motor fuels is involved. 

Three years ago when the bill providing for the Federal Highway 
System, including the financing of the system, was before this and 
another committee, we appeared in opposition to the program pro- 
posed. We pointed out at that time that the proposed program 
could not be financed for the amount and within the time estimated 
by the proponents. We further pointed out that the increase of the 
tax on motor fuels and the shifting of highway routes would impose 
additional burdens on independent oil jobbers and dealers who were 
already suffering from “law of the jungle” marketing practices of 
some of their competitors within the industry. 

Both of these predictions have proven to be accurate. 

For reasons which are not too clear to us it now appears that the 
funds are not available to continue the building program contem- 
plated at the time the bill referred to became law, despite the fact 
that revenues from increased taxes on motor fuels have produced 
funds which were in keeping with previous expectations. From such 
information as we can gather it now appears we are confronted with 
the proposition of whether or not we will continue an accelerated 
program for the building of an Interstate Highway System as origin- 
ally contemplated, or whether the program should be curtailed to a 
pace that is in keeping with revenues available from the existing tax 
structure. 

If we are to continue the accelerated rate of building, it is apparent 
that more money must be available from some source. 

The President has recommended a 50 percent increase in motor 
fuel taxes to supply the deficiency. Others have recommended short- 
term bonds, and there are still others who suggest that other taxes 
Imposed on the motorist which are now diverted into the general 
fund should be used for highway purposes. If this latter procedure 
were amet’, the highway fund problem would be solved, but un- 
fortunately such a diversion would leave a deficiency in the general 
fund which would have to be made up from other sources or the bud- 
get cut to the extent of the deficiency so created. 
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In the face of these oversimplified alternatives and suggestions, the 

Congress is confronted with the desires of a nation to have better 
roads but under conditions where the better roads will be paid for 
by “someone else.” 

The position of the oil jobber in his capacity of citizen-motorist 
is that he is willing to pay his share for new roads and improvements 
of old roads commensurate with the Nation’s needs as related to the 
Nation’s ability to provide these facilities. The jobber feels, however, 
that he, as a motorist, is already being overcharged for his share of 
the Nation’s roads by virtue of the taxes which he must pay on motor 
fuels, both State and Federal, and the other special taxes levied on 
automobiles, tires, accessories, et cerera. The jobber feels that the 
motorist has already been over-burdened and that if additional funds 
are necessary to meet our highway needs, these funds should come 
either from other sources, or from short-term borrowing which can 
be repaid out of existing tax revenues now imposed on the motorist. 

About all we can suggest to you on that—and I am not going to re- 
peat what other witnesses have said—is this: 

Let us proceed with our building program on a basis dictated by 
good business judgment within the limit of means currently available. 

By means currently available, we mean that taxes currently exacted 
from the motorist be first used to pay for highway programs, and if 
any money remains, then, and then only, to dlivert that remainder to 
the general fund. 

They find they do not have the means to carry it out to the point 
they wanted or the extent that they wanted, and as businessmen, when 
the time arises, there is only one thing they can do and that is to trim 
their sails to move in accordance with their ability. 

The jobber in his capacity of a distributor of petroleum products 
has been, and will continue to be, subjected to a loss of business and 
other financial losses as a result of the Federal highway program and 
the methods used in imposing and collecting Federal taxes on motor 
fuels used to finance a portion of this program. 

Some of these problems the jobber will have to work out himself. 
Others will require action by this committee. I specifically refer to 
existing laws with reference to the Federal tax on gasoline. Cur- 
rently, the Federal tax on gasoline is imposed at the time of sale by 
the “producer.” The word “producer,” as defined by section 4082 of 
the Internal Revenue Code, includes “blenders” and “importers”; 
however, the volume of gasoline handled by these last two categories 
is relatively small. 

When this language is translated it means in simple terms that the 
major oil companies who refine gasoline pay the Federal tax at the 
time they sell it, while their independent jobber competitors must pay 
the tax at the time they purchase the gasoline. The result of such 
provision imposes serious Reantiel hardships on the jobbers as well as 
impairing the jobber’s competitive position in the industry. If in the 
wisdom of this committee the gasoline tax is further increased, then 
the jobber’s burden will be increased proportionately. 

In order to relieve this problem and remove this inequity as between 
competitors, several bills have been introduced and are now pending 
before this committee. 

These bills are as follows: 
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H.R. 101, Harrison (Democrat, Virginia) 

ILR. 1348, Schwengel (Republican, lowa) 

ILR. 2410, McGovern (Democrat, South Dakota) 
ILR. 2734, Broomfield (Republican, Michigan) 
ILR. 3196, Preston (Democrat, Georgia) 

H.R. 3446, Bates (Republican, Massachusetts) 
H.R. 5116, Flynt (Democrat, Georgia) 

H.R. 5751, Machrowicz (Democrat, Michigan) 
H.R. 7047, Brown (Democrat, Missouri) 


H.R. 7409, Dixon (Republican, Utah) 


In substance these bills would provide that the level of imposing 
the Federal gasoline tax would be changed so that the tax would be 
imposed at the time of sale by the jobber or wholesale distributor. We 
urge that this committee approve the provisions of these bills and 
that such provisions be included as an amendment to any bill a 

roved by this committee which has to do with the financing of the 
lehwag program, or if no such bill is forthcoming from this com- 
mittee, then we urge that the committee approve one of these bills 
and submit it to the House for action at the earliest possible date. 

Our request for this action is more particularly based on the follow- 
ing facts: 

Carventiy the jobber must. encumber es 20 percent of 
his inventory capital because of the Federal gasoline tax and, in addi- 
tion, he must suffer the losses due to evaporation and unavoidable 
spillage between the time of purchase and the time of delivery into 
the tank of the person to whom he sells. Neither of these burdens is 
imposed on the major oil company with whom this small independent 
businessman must compete. On the basis of figures available to us, 
the jobber’s losses due to evaporation and unavoidable spillage range 
up to, and in some instances exceed, 2 percent of the volume of gaso- 
line handled. 

A majority of the States imposing gasoline taxes recognize this 
inequity and allow the jobber varying percentages to compensate for 
these losses. 

It is a matter of common knowledge that one of the greatest diffi- 
culties faced by the small businesman today is that of capital short- 
age. In the case of oil jobbers a change of the level of imposing the 
gasoline tax would release millions of dollars of capital which this 
group of small businesmen could use to advantage in maintaining 
their position in the marketplace. 

Let us give you an example of what this means to the average small 
town gasoline jobber. This jobber sells 100,000 gallons of gasoline 
per month at 25 cents per gallon. Six cents of the sale price repre- 
sents the State tax; 3 percent represents the Federal tax; 3 percent 
represents the jobber’s gross margin of profit; and 13 cents represents 
the cost of the gasoline. This jobber maintains a permanent gaso- 
line inventory of 50,000 gallons which represents $1,500 in Federal 
gasoline taxes that is constantly tied up and unavailable to him. 

On the basis of 1,200,000 gallons of gasoline purchased annually, 
he must pay Federal excise taxes of $36,000. Unfortunately, however, 
he does not collect all of this $36,000 by way of resale price since he 
has an evaporation loss of 2 percent. This means that in addition 
to the capital he has tied up in taxes, he loses, out-of-pocket, $720 per 
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year, an amount which would be almost enough to keep one of his 
children in college. 

Unfortunately this evaporation loss will increase as gasoline be- 
comes more volatile due to the high octanes now being marketed, 
These increases, however, may be offset as the jobber is continuously 
engaged in minimizing his evaporation and spillage losses by more 
efficient means of handling. Now, mind you, these amounts do not 
include the capital which might be tied up in State gasoline taxes and 
the losses incident to handling those taxes. 

While these amounts may not appear of much consequence to this 
committee and the Treasury Department who think in terms of mil- 
lions and billions, it is significant to a small independent businessman 
who is faced with constantly rising costs of products, labor, trucks, 
and tanks, as well as personal living expenses. 

Having gone through several conferences with Treasury Department 
officials relative to these proposed changes, I am aware that they ob- 
ject to these bills. As fast as I have answered their objections they 
come up with new objections. I am not aware of the current ob- 
jections which have undoubtedly been submitted to this committee. 
I would welcome the eppeneny of responding to any objections 
they have raised, and if I am not able to overcome these objections 
with facts and reasons, I will not bother this committee again about 
this issue. 

It appears to us, however, that here is one instance where, with 
relatively little cost and difficulty, a change could be made in the law 
that would create more equitable conditions in the competitive arena 
as between the “big” and the “little.” Mind you, we are not asking 
to be relieved of the handling of Federal taxes. We are not asking 
for preferential consideration over the giant oil company competitors. 
We simply ask an equal chance with them in the handling of Federal 
taxes on motor fuels. The jobber is already suffering from the in- 
creased burden of gasoline taxes, and if this committee imposes addi- 
tional burdens in this regard on the jobber and without granting the 
— requested, you will have driven another nail in the jobbers’ 
coffin. 

The Cuarrman. Thank you, Mr. Ellis, for your appearance before 


the committee and giving us the thinking in connection with the Oil 
Jobbers Council. 


Mr. Harrison will inquire. 

Mr. Harrison. Mr. Ellis, with reference to the objections to the 
bills that you mentioned, it has been objected that the change in the 
level of the tax as you propose would greatly increase the number of 
gasoline taxpayers, and at present there are less than 1,000 payers of 
gasoline tax. 

If there are 10,000 gasoline wholesalers, this would mean an increase 
of 9,000 taxpayers. 

What are your comments? 

Mr. Exxi1s.. That would be approximately 10,000 gasoline taxpayers 
under this change. I don’t know how many now pay the gasoline tax. 
But I would like to point this out—that if the Treasury, or whoever 
raised that objection, brought that up, they may have been misleading 
for the simple reason that the jobbers I represent are already paying 
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direct to the Federal Government the taxes on diesel fuel and special 
motor fuel. Those payments are reported on form 720. 

On a recent survey that we made we found that 50 percent of our 
jobbers are already paying taxes to the Federal Government. On that 
same form, form 720, in the line right next to diesel fuel is the line 
for gasoline taxes. So all they would have to do would be to fill in 
the line on gasoline taxes. 

In brief, you would add, in reality, approximately 5,000 taxpayers— 
the other 5,000 being taxpayers who are already paying motor fuel 
taxes direct to the Government and would only be adding 1 other item 
on the same form. 

Mr. Harrison. In other words, how many jobbers would be repre- 
sented in the 9,000 increase who already pay the taxes ? 

Mr. Exuas. I would estimate somewhere a little under 50 percent. 
We made a survey, sent out to 3,000 people, and on the return of that 
survey we got 1,202 responses—48 percent of that group were already 
paying taxes direct to the Federal Government. 

Mr. Harrison. It has been stated that this would introduce a new 
concept of taxpayer not heretofore used—namely those engaged in 
wholesale distribution. 

What are your comments on that? 

Mr. Exuis. When they say it will introduce a new concept of tax- 
payer, that is entirely wrong, because the existing law says that the tax 
will be paid by the producer. 

Now, a producer is defined to be a blender or importer. A blender 
or importer need not be, and in most instances is not, a producer or 
neuratadeane. There are several jobbers who qualify as blenders, 
and, as such, they are paying the Federal gasoline tax direct now. 

So this is not a new concept. Actually, what it amounts to is you 
just let a few more people in under the existing concept. 

Mr. Harrison. It has also been objected that it would constitute 
a precedent for shifting other manufacturer’s excise taxes to the whole- 
sale level. 

Do you want to comment on that? 

Mr. Extis. Well, I know they have raised that objection with me, 
that this would constitute a precedent, would open a door, and every- 
body else that paid taxes at the manufacturer’s level would want it 
changed to another level. 

I would like to point this out: In the handling of gasoline, we are in 
a special category, as I interpret it. We are handling a product, a 
portion of which is consumable in the handling. I know of no other 
product that has that sort of situation applied to it that is subjected to 
a manufacturer’s tax. 

_In most of these other cases—let us take tires, for example. The 
tire people have had this idea, too. My people handle tires and we 
know something about that. But the tire people, the wholesaler, and 
retailer, do not have the capital tied up that we have tied up because 
he can buy tires on consignment and the tax does not apply until he has 
sold it as the consignee. 

In addition, the tire dealer does not have to compete to the extent 
we do with the manufacturer of that tire. Sure, there are some tire 
companies that have their own outlets and they compete with their 
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own dealers. But not to the extent we do. Neither is that tire 
evaporating. 

So I think that in our case we are entitled to some different consid- 
eration than for merchants who handle hard goods, subject to being 
purchased on consignment without the tax applying. : 

Mr. Harrison. I notice that you said the loss from spillage and 
evaporation is about 2 percent. It has been contended that in an 
efficient operation that need not be over a half of 1 percent. Is that 
correct ? 

Mr. Extis. I didn’t hear you. 

Mr. Harrison. I said it has been contended that your figures on 
spillage and evaporation are excessive and that the actual loss should 
not be over a half of 1 percent. 

Mr. Exxis. That objection must come from the Treasury. They 
brought that up with me in a conference about a year ago where some 
man in Texas had made the statement that the wholesaler’s evapora- 
tion and spillage losses should not exceed one half of 1 percent. 

At that conference with Treasury officials I told them that I would 
send a questionnaire to the field and ascertain exactly what the per- 
centage was. We sent those questionnaires to the field and the average 
percentage, based on 1,202 responses, was 1.23 percent. The range 
of those percentages was from about 0.86 to 2-plus percent, with the 
average, as I said, 1.23 percent. 

So when some fellow in Texas says that they could be held to that 
amount—well, Texas is known for exaggeration, and this is probably 
another instance. 

Mr. Harrison. Your people would be willing to give the bond 
required, would they? 

fr. Exxis. We would be very happy to give bond for faithful han- 
dling of this. Asa matter of fact, we do it on the handling of State 
taxes now. 

Mr. Harrison. What about the claimed loss of $2 million? Have 
you any comment to make on that ? 

Mr. Extis. You must have been reading Treasury’s mail or some- 
thing, because they have used that same figure to me, Congressman 
Harrison. They 4. their $2 million loss on that one-half of 1 
percent which they would suffer because they didn’t get the tax on 
evaporated and spilled gasoline. 

My answer to that is I don’t consider that as a loss. They were 
never entitled to it in the first place. 

As to whether that amount is correct, that would be whatever the 
neresnsege was. I don’t think they should have had it in the first 
place. 

Mr. Harrison. You do not want to be taxed on your spillage; is 
that correct—your losses? 

Mr. Exuis. That is right. 

Mr. Harrison. But taxed on everything else. 

Mr. Exuis. We will take the tax on the gasoline we handle and sell, 
but we don’t think we should pay tax on what floats around in the air. 

Mr. Harrison. Thank you. 


The Cuamman. Thank you, Mr. Ellis. 

Our next witness is Mr. William L. Oswald. 

Please identify yourself for the record, Mr. Oswald, by giving us 
your name, your address, and the capacity in which you appear. 
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STATEMENT OF WILLIAM L. OSWALD, CHAIRMAN OF THE LEGISLA- 
TIVE COMMITTEE OF THE KANSAS OIL MEN’S ASSOCIATION 


Mr. Oswatp. My name is William L. Oswald. I am representing 
the Kansas Oil Men’s Association. 

The CuamrmMan. Where do you live, Mr. Oswald ? 

Mr. Oswatp. Hutchinson, Kans. 

The CHarrman. You may proceed, Mr. Oswald. 

Mr. Oswaup. My name is William L. Oswald, and I am a resident 
of Hutchinson, Kans., where I am an independent oil jobber. I am 
a former president of the Kansas Oil Men’s Association, and have 
served on the board of directors of that organization for the last 16 
years’ time. At the present time, I am chairman of the legislative 
committee. 

The Kansas Oil Men’s Association is made up of a majority of 
about 90 percent of the independent jobbers in Kansas, and there are 
about 700 jobbers in the State. As jobbers, we collect pretty close 
to 65 percent of both the State and Federal gasoline tax. Some of 
you men probably don’t know what an independent jobber is, and I 
will try to explain that to you as briefly as possible. 

An independent jobber is a man who owns his own bulk plant, his 
own service station, buys his gasoline, his lubricating oils, his greases, 
and his accessories from either one or several suppliers, and who car- 
ries his own credit and generally conducts his own business independ- 
ently of his supplying company. 

I have been in this business as a jobber since 1932. My little com- 
pany has grown until now I have 14 people in my employ, and one 
of these men has been in my employ 18 years and the majority from 
6 to 10 years’ time. 

Now, as a representative of the Kansas Oil Men’s Association, I am 
appearing before this committee in opposition to any proposed in- 
crease in Federal] gasoline tax. 

Today I am collecting a tax of 8 cents per gallon on every gallon 
of gasoline I sell in my service stations, 3 cents Federal tax and 5 
cents State tax. I will tell you gentlemen one thing, after I have 
paid my income tax, both private and corporate, when I have paid 
my utility bills, when I have paid my State and local taxes, and when 
I have paid for the insurance premiums on my employees, I make 
a whole lot less on each gallon of gasoline I sell than the 3 cents a 
gallon that I collect for the Federal Government. 

When I learned through trade publications and the press that the 
Federal Government proposed to increase the tax on gasoline any- 
where from 14 to 114 cents a gallon, I decided to make a personal 
survey at my stations and ask my customers what they thought of 
an increase in Federal gasoline tax. I wanted to be fair about it, so 
I took a little longer time than just asking them whether they were 
in favor or against the Federal gasoline tax increase, and I tried to 
point out to them the following things: First, the Federal Govern- 
ment spends 90 percent of the money on interstate systems and the 
State 10 percent. On the intrastate system and other Federal high- 
way aid to our State, the Federal Government puts up 50 percent and 
our State puts up 50 percent. 

Then I pointed out to my customers that the Federal Government 
collected in automotive excise taxes on gasoline, lubricating oils, 
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greases, tires, cars, and trucks in the neighborhood of over $3 billion 
annually. Yet, $1,300 million of this money which was collected from 
the highway users was diverted into the general fund. 

Now, it appears to me, and it also appeared to my customers, that 
the Federal Government isn’t very consistent. On one hand they say 
to the States that if you divert highway revenue you will be penalized 
on your Federal-aid allotment, and yet, on the other hand, the Fed- 
eral Government takes these highway users’ taxes and doesn’t use them 
on the highways 100 percent. 

Now, I will tell you, my customers are the type of people who, in 
a great many instances drive cars that were not new when they came 
into their possession. The customers that I have who drive $6,000 
and $8,000 automobiles are few and far between. So, to 95 percent 
of my customers any small increase in taxes affects them, and affects 
them seriously. 

These people are young people who have to watch their finances 
and they don’t buy 18 or 20 gallons of gasoline at a time. They 
have $1 or $2 to spend and when they spend $1 on gasoline at the 

rice of our products in Hutchinson, and this is true all over the 
tate of Kansas, they will pay sales tax of 37 cents on each dollar 
they spend on the purchase of gasoline. 


Well, of these customers that I have talked to in the last 4 or 5 
days, and I talked to 68 of them, 64 were violently opposed to any 
increase and the other 4 didn’t particularly think any increase was 
necessary. In fact, the comment that I heard most from these people 
was, “What the hell is the big hurry about this program? We have 
good roads, we are getting along pretty good, we are paying a high 


tax, so why should we have to pay any more? 

“If the Federal Government wants to continue the program, why 
not extend the program for another 3 or 5 years? Why don’t they 
do something original instead of always hollering about only one 
thing—and that is raising taxes?” 

I think that our highway department has done a very fine job, and 
I think they will continue to do a fine job in the future. 

But I will say to you gentleman, that if you were visiting with 
the public every day, as I am, and you wanted to continue to serve 
the people of your community in the future, as I do, the last thing 
you would do is raise taxes on anyone. 

Before you start raising any taxes I think you should at least be 
consistent, and use all of the Federal excise taxes that you are now 
getting in automotive taxes and put that money on the highways, as 
you make the States do, before you ask anybody to pay an increase of 
over 37 percent sales tax that they are now paying. 

Another thing, I would like to call to your attention in closing, is 
that a person who drives a car or truck up and down the highways 
is not the only person who gets benefits out of these roads. How 
about the owners of businesses such as motels, restaurants, night clubs, 
fruit stands, soft drink stands and other industries that have sprung 
up along these roads and have benefited by them? Why not let them 
pay some of this tax instead of saddling all of it on the users of 
gasoline ? 

If there are any questions any member of this committee wants 
to ask me about Kansas on this subject, I will be very glad to try to 
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answer the questions. But I am here to talk on this subject and 
this subject alone. I want you to know that I came down here on my 
own accord, I paid my own expenses to come down here, and I am 
not a wealthy man. I couldn’t afford to hire an attorney to come 
down here with me and pay his expenses, because I just can’t make 
that kind of money out of my small business. 

I have received 49 telegrams since I have been here from small 
businessmen, and individual men of the street, protesting any increase 
in the motor fuel tax. 

I would like to have those made a part of the record. 

The Cuarrman. All right, sir, without objection. 

(The information referred to follows :) 


HvutcHINson, KANs. 


W. L. OSWALD, 
Sheraton-Park Hotel, 
Washington, D.C.: 
We oppose the increase in the Federal gasoline tax of 14% cents. 
NAvAJO FREIGHT LINEs, INC., 
KENTON C. REED. 


HIAWATHA KANS., July 21, 1959. 


W. L. OSWALD, 
Sheraton-Park Hotel, 
Washington, D.C.: 

I am glad you took time to represent Kansas at the hearing on increasing 
Federal gasoline tax. I have about 1,500 regular customers, mostly farmers, 
all with whom I have discussed increasing Federal gasoline tax. Oppose it be- 
cause they believe that funds from present tax, if economically applied, are 
ample to maintain the program. They oppose the present diversion of auto- 
motive taxes from highway building. They think present waste of funds should 
be eliminated and no increased gasoline tax should be approved by Congress. 
DEAN KIMMEL. 


LAWRENCE, KANs., July 21, 1959. 


W. L. OSWALD, 
Sheraton-Park Hotel, 
Washington, D.C.: 
Diversion of current funds and tax increase igs unnecessary. Protest. 
G. HATFIELD. 


Concorpia, KAns., July 21, 1959. 


OSWALD, 
Sheraton-Park Hotel, Washington, D.C.: 


Am against increase in motor fuels tax. It’s already high enough. 


Ep FUNK. 


ConcorpiA, KANS., July 21, 1959. 


BILL OSWALD, 
Sheraton-Park Hotel, Washington, D.C.: 


We are opposed to any additional tax on motor fuels. 


FLoyp YOUNG. 


ConcorpiA, KANS., July 21, 1959. 

OswaLp, 

Sheraton-Park Hotel, Washington, D.C.: 
Strongly oppose additional motor fuel tax for obvious reasons. Operating 

costs becoming prohibitive without additional tax. 


FAIRMONT Foops Co., 
W. I. Travis. 
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WINFIELD, KAns., July 21, 1959, 
Wma. L. Oswa cp, 
Sheraton-Park Hotel, Washington, D.C.: 
I am against any raise of Federal tax on motor fuels. 


LEWIS Ox. Co,, 
Gorpon Lewis. 


Scorr Ciry, Kans., July 21, 1959, 
W. L. OsWALp, 
Oare Sheraton-Park Hotel, Washington, D.C.: 


We are against any raise in Federal tax on gasoline. 
Pat Poestva. 
ROBERT OLESEN, 


Scott Criry, KAns., July 21, 1959. 
W. L. Oswa.p, 
Care Sheraton-Park Hotel, Washington, D.C.: 
I am opposed to any increase in motor fuel tax. 
M. K. Grice. 


LINDSBORG, KANS., July 21, 1959. 
WILLIAM L. OSWALD, 
Care Sheraton-Park Hotel, 
Washington, D.C.: 


I object to any increase in the gasoline tax. This product is already over- 
taxed. All gasoline tax should go to roads; none to the general fund. 


E. D. ErtcKkson, 


Concorp1A, KAns., July 21, 1959. 
BILL OSWALD, 
Sheraton-Park Hotel, 
Washington, D.C.: 


Appreciate your consideration and opposing the additional tax on motor 
fuels. 
SEyMovR Foops, 
MeL CooL. 


ConcorptA, Kans., July 21, 1959. 
Britt OSWALD, 
Sheraton-Park Hotel, 
Washington, D.C.: 


We are opposed to any additional tax on motor fuels. 
Boyp O1t Co. 


HUTCHINSON, KANS., July 21, 1959. 
W. L. OSWALD, 
Sheraton-Park Hotel, Washington, D.C.: 
We are very much opposed to the increase of Federal gas tax. 


Ep. A. ANDREWS COoRP., 
By E. A. ANDREWS. 


Concorp1A, KAns., July 21, 1959. 
BILL OSWALD, 
Sheraton-Park Hotel, Washington, D.C.: 
We are opposed to any increase in motor fuel taxes. 
BooeaarT Suppiy Co. 


n¢ 
W 
W 
us 
— 
W 
: 
W 
8 
W 
8] 
‘ig 
: 
4 
8] 


HIGHWAY FINANCING PROGRAM 233 


LINCOLN, KANS., July 21, 1959. 
W. L. OSWALD, 
sheraton-Park Hotel, Washington, D.C.: 
Taxes on motor fuels now too high compared with other taxes. Recommend 
that taxes now collected on fuels be used for highway purposes only. 
©. C. ABERCROMBIE. 


LINCOLN, KANs., July 21, 1959. 
W. L. OSWALD, 
Sheraton-Park Hotel, Washington, D.C.: 
Do not raise taxes on motor fuels; they are paying more than their share 
now. Use the taxes they are now producing for highways. 
K. M. 


Kans., July 21, 1959. 
W. L. OSWALD, 
Sheraton-Park Hotel, Washington, D.C.: 
Motor fuel taxes should go for highway purposes only. Finance other Govern- 
ment expenses from other sources. 
R. M. PICKRELL. 


LINCOLN, KANs., July 21, 1959. 
W. L. OSWALD, 
Sheraton-Park Hotel, Washington, D.C.: 
Believe that an increase in Federal taxes on motor fuels undesirable. Should 
use the money now received from taxes on motor fuels for highways. 
H. Simpson. 


LAWRENCE, Kans., July 21, 1959. 
W. L. OSWALD, 
Sheraton-Park Hotel, Washington, D.C.: 
Use taxes now collected for roads and further increase will not be needed. 
H. O. McAFERrry. 


WALSENBURG, COLO. 
W. L. OSWALD, 
Sheraton-Park Hotel, Washington, D.C.: 
I urge you to oppose any increase in Federal tax on motor fuels at this time 


MITCHELL FERGUSON, 
Southwest Oil and Supply Co., Dodge City, Kans. 


Lyons, KAns., July 20, 1959. 
W. L. Oswaxp, 
Sheraton-Park Hotel, Washington, D.C.: 
I wish to protest any increase in Federal gasoline tax at this time. 
B. E. Grorce. 


Topeka, Kans., July 20, 1959. 
W. L. OSwALp, 
Sheraton-Park Hotel, Washington, D.C.: 


Iam opposed to any Federal gasoline tax increase. 
C. T. McNEAL. 


ToreKa, KaNns., July 20, 1959. 
W. L. OswaLp, 
Sheraton-Park Hotel, 
Washington, D.C.: 
Iam opposed to any Federal gasoline tax increase. 
Ray Morton. 


ny 
; 
or 
ag 


HIGHWAY FINANCING PROGRAM 


Topeka, KANs., July 20, 1959, 
W. L. OswaLp, 


Sheraton-Park Hotel, 
Washington, D.C.: 


Any increase in Federal gasoline tax is a serious burden on the already over. 
taxed highway users. I hope that any increase can be defeated. 


GENE Boyer. 


Topeka, KANs., July 20, 1959. 


W. L. OswaALp, 
Sheraton-Park Hotel, 
Washington, D.C.: 


I protest any increase in Federal gasoline tax. 


ALAN N. Routey. 


Topeka, KAnNs., July 20, 1959. 
W. L. Oswa 


Sheraton-Park Hotel, 
Washington, D.C.: 


I am opposed to any increase of any kind in the Federal gasoline tax. 
W. B. Datron. 


Topeka, KAns., July 20, 1959. 
W. L. OSWALD, 


Sheraton-Park Hotel, 
Washington, D.C.: 


Please enter my protest against any raise in the Federal gasoline tax. 
JOHN R. NIxon. 


Topeka, Kans., July 1959. 
W. L. OSWALD, 


Sheraton-Park Hotel, 
Washington, D.C.: 


I protest any increase in Federal gasoline tax. 
W. G. BLEDSOE. 


ConcorptiA, Kans., July 21, 1959. 
Brit OSWALD, 


Sheraton-Park Hotel, 
Washington, D.C.: 


We are very much opposed to any additional tax on motor fuel. 


Concorpia Ice Co., INc., 
Ernest Huscue_er, President. 


LINCOLN, Kans., July 21, 1959. 
W. L. OSWALD, 


Sheraton-Park Hotel, 
Washington, D.C.: 


Believe additional taxes on motor fuels undesirable and out of proportion to 
other taxes. 


A. J. WALLACE. 


WINFIELD, Kans., July 21, 1959. 
L. Oswaxp, 


Sheraton-Park Hotel, 
Washington, D.C. 


Dear Sm: It is my personal feeling and I am sure the belief of 80 percent 
of the taxpayers in this area that a raise in Federal motor fuel tax is unwar- 
ranted at this time. Firmly believe if Federal motor fuel tax money paid to our 
Federal Government would be spent on our highways rather than a large por 
tion going to the general fund that we would have an adequate amount of money 
for the Federal highway program. 

Hittite SERVICE, 
Luoyp Jr. 
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HIawaTHA, KANS., July 21, 1959. 
W. L. OSWALD, 
sheraton-Park Hotel, 
Washington, D.C.: 
We oppose Federal tax increase on gasoline. Do not believe necessary. 
Service Or, TRANSPORTS, INC. 


HutTcuInson, KAns., July 21, 1959. 
W. L. OSWALD, 
Sheraton-Park Hotel, 
Washington, D.C.: 
We oppose the increase of cent-and-half tax on gasoline. Hope you can help 
defeat this tax. 
City TRANSFER & STORAGE Co., 
W. C. SHaw. 


Hutcuinson, KAns., July 21, 1959. 
W. L. OSWALD, 
Sheraton-Park Hotel, 
Washington, D.C.: 
We are opposed to any increase in Federal gasoline tax. 
HockaBay AvuTO SUPPLY, 
Harry Mock. 


HvutTcHINsoN, Kans., July 21, 1959. 
W. L. OSWALD, 
Sheraton-Park Hotel, Washington, D.C.: 
The Hutchinson Petroleum Club are opposed any increase in Federal gasoline 
tax. 
HUTCHINSON PETROLEUM CLUB, 
Harry Mock, President. 


WINFIELD, Kans., July 21, 1959. 
WILLIAM L. OSWALD, 
Sheraton-Park Hotel, Washington, D.C.: 
Iam very much against any increase in tax on motor fuel. 
HAROLD Gay. 


HvutTcHINnson, KAns., July 21, 1959. 
L. OSWALD, 
Sheraton-Park Hotel, Washington, D.C.: 
Our company is definitely opposed to any additional motor fuel tax. 


McCuE TRANSFER Co., 
B. L. McCug. 


HvuTCcHINSON, Kans., July 21, 1959. 
WILLIAM OSWALD, 
Sheraton-Park Hotel, 
Washington, D.C.: 
Definitely opposed to any increase in Federal gas tax. 
PeTrerR Moror Fretent, INC., 
B. G. Urton, President. 


WINFIELD, KAns., July 21, 1959. 
Wittram L. OSWALD, 
Sheraton-Park Hotel, 
Washington, D.O.: 
Iam very much against any increase in tax on motor fuels. 
CHARLES DUNGEY. 
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ARKANSAS Ciry, KAns., July 21, 1959, 


WILLIAM OSWALD, 
Sheraton-Park Hotel, 


Washington, D.C.: 
As a gasoline jobber of Kansas I feel myself and customers can stand no jp. iti 
crease in Federal gasoline tax. Gasoline tax too high at present. ‘tl 
MILLER Or Co, I 

GEORGE MILLER, 
whe 
T 
HUTCHINSON, KANB., July 21, 1959, 
OSWALD, ma 
Sheraton-Park Hotel, ) 
Washington, D.C.: in | 
We are opposed to any increase in motor fuel taxes. } 
& C. TRansPorr Co. Ino, 
nu 
HvrTcHINson, Kans., July 21, 1959. yo 
WiLLiAM OsWaALp, ha 


Sheraton-Park Hotel, 
Washington, D.C.: 


m 
Opposed to any increase in motor fuel taxes. 
E. Scort. 
th 
Lanepon, Kans., July 21, 1959. 
WILLIAM OSWALD, al 


Sheraton-Park Hotel, f 
Washington, D.C.: 
Opposed to any increase in motor fuel tax. President promised no general I 

tax increases. This sure would be one. 
BRENTON SHEROW. 


HvuTCHINSON, Kans., July 21, 1959. 
W. L. OSwaALp, 

Sheraton-Park Hotel, 

Washington, D.C.: 


We are behind you in your opposition to an increased gasoline tax. When 
State and Federal taxes are combined, the rate is from 40 to 50 percent. The 
Interstate System should stay within its trust fund as created. It may be 
important to have this cushion later. 


FRANK S. Hopee. 


HvTcHINSON, Kans., July 21, 1959. 
L. OSwALp, 


Sheraton-Park Hotel, 
Washington, D.C.: 


As long as gasoline tax receipts are being detoured to general fund for other 
than highway uses, I see no need for a gasoline tax increase at this time. 


WILLIAM L. MITCHELL. 


NICKERSON, KAns., July 22, 1959. 


L. OswaALp, 
Sheraton-Park Hotel, 
Washington, D.C.: 


Am opposed to any increase of Federal tax on motor fuel. 
E. L. BEAUCHAMP. 


Mr. Oswatp. The other thing I failed to put in my statement is 
the tax we are paying on diesel fuel. We are paying 9 cents for 
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diesel fuel at the refinery; we are collecting 10 cents a gallon on tax 
on the fuel, which is just taxing the small businessman out of business. 

I will say to you that from my experience in talking with the small 
man on the street, you have one of the most unpopular pieces of legis- 
lation before you that you have had in many a day. Ninety percent 
of the people are opps to any increase. 

I don’t believe the administration realizes what they are saying 
when they are asking for an increase. 

The CuamrMan. Well, sir, we thank you. You have received how 
many telegrams since you have been here? 

Mr. Oswatp. Forty-nine telegrams, each one opposing any increase 
in the motor fuel tax. 

Mr. Mason. Each member of the committee has had more than that. 

The Cuarrman. I was just going to say that yours are small in 
number compared to what some of us have received. The number 
you have received is small in comparison to what some of the others 
have received. 

Mr. Oswa.p. I would like to refer back to one item in my state- 
ment. On page 3 I stated: 

Another thing I would like to call to your attention in closing is 
that a person who drives a car or truck up and down the highways 
is not the only person who gets benefits out of these roads. How 
about the owners of businesses, such as motels, restaurants, nightclubs, 
fruit stands, soft drink stands, and other industries that have sprung 
up along these roads and have benefited by them? Why not let them 
pay — of this tax instead of saddling all of it on the users of 

asoline 
’ The Cuarrman. That would be fine, if we could figure out a way 
to impose a tax just on those people. I do not know how we can 
do it. Are you meaning that we ought to let the general fund pay 
some, because those people pay taxes into the general fund? Is 
that what you mean ? 

Mr. Oswatp. Well, I think any business that is situated along a 
Federal highway is receiving a benefit from that highway, and, in 
turn, should pay for some of the benefits that he receives. 

The CHarrman. The difficulty is trying to envision a tax to do 
that, to limit it to them. Maybe you can helo us to do it. I cannot 
figure out how we can do it. 

Mr. Oswatp. Well, that is a thought in the way of a new source of 
revenue. 

The Cuarrman. If we can do it. 

Mr. Oswatp. If you can do it. 

The Cuarrman. Thank you, sir. We appreciate your coming be- 
fore the committee. 

Our next witness is Mr. Beebe. 


STATEMENT OF JAMES L. BEEBE, JR., MEMBER, CALIFORNIA 
PETROLEUM MARKETERS COUNCIL 


The Cuatrman. Please identify yourself for the record, Mr. Beebe. 

Mr. Breese. My name is James L. Beebe, Jr. I am a gasoline dis- 
tributor. My office is in Chino, Calif. 

Mr. Kina. I can help identify him, Mr. Chairman. I have never 
met this young man, but his father has been a friend of mine for some 
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25 years, and there is no more estimable citizen in the community of 
Los Angeles than James Beebe, Sr. 

Mr. Brese. Thank you, Mr. King. 

The Cuarrman. You are recognized, Mr. Beebe. 

Mr. Bexse. I am a businessman engaged in selling gasoline through 
my string of conventional and serve-yourself gasoline stations in the 
San Gabriel and San Fernando Valleys, in California. My office is 
in Chino. 

As an independent distributor, I am a member of the California 
Petroleum Marketers Council. As a retailer, I am the president of 
the Serve Yourself & Multiple Pump Association, and I am proud to 
admit that our methods of merchandising keep the prices down to an 
irreducible minimum. 

In this type of marketing, over one-third of the actual full retail 
price of our regular grade of gasoline is money that I, in effect, collect 
at the pumps, for government. The motorists who trade at “inde- 
pendents,” therefore, pay a higher percentage of their transportation 
money toward highways than other people. Because the economy- 
minded customer generally comes from the lower income group of citi- 
zens, their jalopies must contribute more, then, than the Cadillacs, 
Any increase in the Federal tax will be directly reflected in their take- 
home budget for life’s necessities. 

When tax bumps come along, and I am forced to pass it along to 
the public, the bitterness they express to me is that a public necessity, 
ranking with food, clothing, and shelter, is being overly taxed in 
comparison with nonessentials. It is because I hope to avoid having 
again to be the street spokesman for this Congress that I have come 
from these lower income taxpayers to protest before an unfair in- 
crease is applied to them. 

The people in my market are not inarticulate, though. They just 
couldn’t all make the trip. But they are politicswise, taxwise, and 
they are paying close attention to the current anti-inflation movement. 
They know instinctively, and I am here to put it into still wider public 
consciousness that there are particular industries whose products are 
so very nonessential that the average family can quite comfortably 
elect to do without them entirely, sometimes to their benefit. 

I refer specifically to the tobacco and alcoholic beverages industries, 
which are huge, and depend upon an intricate system of distribution 
which makes tremendous use of all highways, great and small. I do 
not wish to convey any sentiment that they should be taxed exces- 
sively, and I admit that I consider their products as adding to the 
general pleasantness of life in America. But it is time that such 
extensive highway users be prevented from freeloading. pe L 

If automotive industry tax dollars that are now being paid into 
the general fund were to be shifted over entirely into the Federal 
highway trust fund (where the motorists’ pennies go), we should have 
more than enough funds for highway expansion. And, if the general 
fund were depleted by such a transfer, at least the whole commu- 
nity, and especially manufacturers of nonessentials, would participate 
in replenishing the general fund to finance the increase in Federal 
spending. 

Any increase in the price of gasoline will bump prices in thousands 
of communities from the “30 centses” to the “40 centses,” per gallon. 
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In effect, it would be a poorly disguised austerity-at-the-wheel pro- 
am for lower income Americans. 

Thank you. 

The CHarrman. Thank you, Mr. Beebe. We appreciate your com- 
ing to the committee and giving us your views on this matter. 

Are there any questions ? 

Mr. Mason. I would say that Mr. Beebe has given us some good, 
sound commonsense, from the grassroots. 

Mr. Breeze. Thank you. 

The CHarrman. We would expect that from Mr. Beebe. 

He is a fine-looking man, and comes well recommended by Mr. 
King. 

Mr King? 

Mr. Krne. Mr. Beebe, your statement another way would indicate 
tome this: If it was considered proper and right that the fund pro- 
ceeds should be used exclusively for the building of this highway 
system, and because it was found later that the funds apportioned 
were not adequate, you feel that they should apportion sufficiently to 
make up the deficit at the present time from the same source, from 
the general fund? 

Mr. Breese. That is right, Mr. King, that is the way I feel about it. 

Mr. Kine. In California, Mr. Beebe, we have a provision in the 
constitution that you are well aware of, I am sure, that the people of 
our State guard rather jealously and have guarded throughout many, 
many years, which restricts the levies assessed upon motorists strictly, 
solely, and entirely to the construction and maintenance of the great 
highway system in our State. 

Mr. Bresr. That is right, and I think that is a very sound law in 
our State. 

Mr. Kine. The Federal Government should follow the same policy 
as we have followed in California, if our system is good. 

Mr. Berse. It seems to me it would be very whl sce yes, sir. 

Mr. Kine. That is all. 

Thank you. 

The Cuarrman. Thank you, Mr. Beebe. 

We appreciate your coming before the committee. 

Mr. Thank you. 

The CuatrMan. The next witness is Mr. Gladstone. 

Please identify yourself for the record by giving us your full name 
and address and the capacity in which you appear. 


STATEMENT OF CHARLES T. GLADSTONE, REGIONAL VICE PRESI- 
DENT, NATIONAL CONGRESS OF PETROLEUM RETAILERS 


Mr. Gxiapstong. Charles T. Gladstone, a service station operator 
in Baltimore, Md. I represent the National Congress as a Regional 
Vice President, and they represent the National Association of Serv- 
ice Stations Operators and Gasoline Retailers representing affiliated 
associations in 38 States and the District of Columbia. 

A poll completed last week by National Congress of Petroleum 
Retailer headquarters in Detroit reveals that our affiliated associa- 
tions, and the gasoline retailers they represent, are overwhelmingly 
Opposed to any increase in the Federal gasoline tax. We therefore 
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second and support the objections already made to this committee by 
spokesmen for the petroleum industry. 

In addition, we wish to call the committee’s attention to this fact: 
every service station operators throughout these United States pres- 
ently suffers an economic loss, calculated by experts as being 2 per- 
cent of the total Federal gasoline tax, due to evaporation and other 
types of loss of gasoline gallonage between the time the tax is paid 
by retailers and the gasoline is actually sold to the consumer. 

The U.S. Congress has been aware of this injustice. There is now 
pending in the Senate Finance Committee a bill introduced by Sen- 
ators Norris Cotton and Styles Bridges—Senate bil] 253—which would 
give gasoline retailers a 2 percent adjustment on the Federal gasoline 
tax, to compensate for evaporation and other losses in gallonage after 
the tax is paid. 

Mr. Chairman, should the Congress see fit to increase the Federal 

asoline tax, without passing Senate bill 253, the tax inequity I have 
just described will be aggravated for tens of thousands of gasoline 
retailers everywhere. 

This consideration, coupled with the overall loss of gasoline busi- 
ness we will suffer if taxes are raised, compels the National Congress 
of Petroleum Retailers to go on record as firmly opposed to any in- 
crease in the Federal gasoline tax to correct the current deficit in the 
Federal highway program. 

The Cuatrman. Thank you, Mr, Gladstone, for bringing to us the 
views of the National Congress of Petroleum Retailers. We appre- 
ciate your coming. 

Mr. Guapstone. Thank you. 
The CuatrMaAn. Our next witness is Mr. Mann. 
Mr. Mann, would you please identify yourself for the record. 


STATEMENT OF JAMES D. MANN, MANAGING DIRECTOR, PRIVATE 
TRUCK COUNCIL OF AMERICA, INC. 


Mr. Mann. My name is James D. Mann. I am managing director 
of the Private Truck Council of America, Inc. 

Mr. Chairman, my statement is very brief. 

The council is a national, nonprofit organization of all types of 
businesses which operate motortrucks not for hire but in the inci- 
dental course of their own businesses; in moving or delivering their 
own materials or products, or performing their own services. Such 
businesses include manufacturing, mining, processing, wholesaling, 
retailing, and servicing. Council members are engaged in such 
diverse activities as processing and distribution of meat, carbonated 
beverages, bakery products, daily products, beer, petroleum, groceries, 
and laundering and dry cleaning just to mention a few. 

The council at its 20th annual convention in Chicago, January 29, 
1959, unanimously adopted a resolution opposing the proposed 1n- 
crease in the Federal gasoline tax. A copy of this resolution was 
mailed to the chairman and all members of the Ways and Means Com- 
mittee on June 16, 1959. 

The council opposes the proposed increase in the Federal gasoline 
tax for the following reasons: : 

1. Direct users of highways already are carrying an excessive 
burden of taxation to finance the Interstate Highway System, under 
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the present Federal gasoline tax of 3 cents per galion and other Fed- 
eral and State automotive taxes. 

2, The beneficiaries of the highways are not merely the direct high- 
way users but rather the entire populace, through national defense, 
the postal service (for which Congress has a constitutional obligation 
to provide the roads from general funds), other governmental serv- 
ices, and economic benefits resulting from better highway transpor- 
tation. 

3. Automotive use taxation, including gasoline taxes, is the appro- 
priate field of the States, not of the Federal Government, and the 
Federal Government should completely retire from that field of tax- 
ation as soon as practicable and in the meantime should avoid further 
invasion of it. 

4. Four States this year have already increased their gasoline 
taxes: New Hampshire by 1 cent; New York by 2 cents; Ohio by 2 
cents, and West Virginia by 1 cent. An increase is pending before 
the Pennsylvania Legislature. No doubt other States will consider 
an increase for the purpose of obtaining in whole or in part the 10- 
percent matching funds needed for the Interstate Highway System. 

5. Present legislation provides for continuance of the Federal user 
taxes at. present rates for several years after completion of the appor- 
tioment of funds for the system, and therefore already provides for 
a large contribution from such taxes toward any increased highway 
cost. 

6. Any increase in the Federal gasoline tax is against the national 
interest as well as an unfair burden upon private truck operators. 

The council favors generally the pay-as-you-go principle of the 
Byrd amendment with possible necessary modification for 1960-61, 
and thereafter modification of the allocation and construction pro- 
gram for the Interstate Highway System in conformance with that 
principle. 

The operation of trucks is a cost in any business and an increase in 
the Federal gasoline tax would not only be a serious added burden 
to business but would have an important effect on prices the consumer 
must pay for the necessities of life. We believe this tax increase 
should and can be avoided. 

Thank you, Mr. Chairman. 

The CuarrMan. Our next witness is Mr. Hagios. 

Please come forward, Mr. Hagios, and identify yourself my name, 
whom you represent, and your residence. 


STATEMENT OF J. ANTON HAGIOS, PRESIDENT, NATIONAL GOOD 
ROADS ASSOCIATION 


Mr. Hacors. Mr, Chairman, and members of the committee, my 
tame is J. Anton Hagios of Newark, N.J. I am president of the 
National Good Roads Association which I represent here today. The 
issociation is made up of State affiliates in Colorado, Iowa, Maine, 
Minnesota, Missouri, Nebraska, New Jersey, New York, Ohio, Oregon, 
ind Texas, 

Collectively our memberships represent thousands of individual 
‘itizens as well as businesses, large and small, in such fields as bank- 
ing, retailing, and manufacturing. Though some of our State organi- 
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zations have on their rosters businesses directly interested in all phases 
of highway construction, we are, in the main, expressing the view- 

oint of the American people or, shall we say, of that segment which 
is informed on highway matters. 

Our members understand the financial problems involved in Fed- 
eral and State highway programs, and they are aware of the direct 
effect of highway construction costs on their pocketbooks. They 
know that new highways are needed, that they cost money, and that 
as highway users (as well as others who might gain from highway 
construction) they have to pay for what they get. Our members 
have known for years that it has cost them more to use bad roads 
than to build good ones. 

The National Good Roads Association met in Omaha, Nebr., during 
the last week of April for the purpose of coordinating such testimony 
as we might be requested to present to various committees of Con- 
gress. Since that time the boards of trustees of most of our State 
organizations have met again to consider the pending crisis in Fed- 
eral highway finance, and have reaffirmed their respective positions. 

All of us are deeply disturbed by this crisis. At the same time 
we have abiding faith in Congress and its various committees directly 
concerned with this matter. You gentlemen understand better than 
anyone else the factors which must be considered to keep the highway 
program rolling at present high levels of construction. 

Among these factors are: 

(1) the unquestioned need—defense as well as economic; 

(2) the high rate of return per tax dollar invested ; 

(3) the savings in human lives and injuries; 

(4) the savings in operating costs for business users and the 75 
million individual motorists throughout the country; and 

(5) the proper method of financing and the need for a reason- 
able and practical compromise between the executive and legisla- 
tive proposals. 

The Committee on Ways and Means surely is especially concerned 
with this last factor of how to finance the immediate continuation of 
the highway program and for how long a period financial provision 
should be made at this time. 

We feel that in planning public works projects of any kind, it is 
good practice to keep the long range financial requirements in mind. 
But it is equally good practice to do first things first. We believe that 
1961 (after the results are in of the sec. 210 study and of the AASHO 
road tests) would be a more appropriate time than the present, to set 
4 the long range provisions for the remainder of the program. 
There is immediate and urgent need, however, to provide “interim’ 
financing for the period from now through 1961 to keep the program 
on schedule. The only way this can be done is to maintain the 
highway trust fund in balance with authorizations to be made under 
the compact with the States. 

We respectfully suggest that you consider any one, or a combination 
of parts of, the following proposals which we presume are under 
consideration by this committee: 

(1) raising additional highway-user revenues; 

(2) short term borrowing ; 

(3) transfer to the highway trust fund the balance of the high- 
way-user taxes which presently go into the General Treasury. 
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In support of the foregoing proposal, we offer the following obser- 
tions 

"We are aware of the fact that the administration’s proposal for a 
temporary increase in the motor fuel tax, which would raise the Fed- 
eral levy from 3 cents to 41% cents, is opposed by the Governors of 
some 30 States—including States in which we are represented. We 
believe that the Governors’ suggestion, that the gas tax field should 
from now on be preempted for the States to enable them to meet their 
growing matching requirements, has merit. However, in the interest 
of balancing the Federal budget, we see no reason why the administra- 
tion’s proposal would not be acceptable at a lower rate—and perhaps 
for a short period, but at least into 1961. 

We opposed large scale and long-term bond-financing in 1955, 
However we can see no objection, at this time, to short-term borrowing 
to insure the continuity of the program—at least until 1961, or through 
1964 if necessary, particularly if this financing method were tied in 
with a temporary addition to the gas tax. The original House ver- 
sion of making up trust fund shortages, anticipated during the “mid- 
die years” of the program, through Treasury advances to be repaid 
later with interest, is economically sound. Time has proven it to 
be farsighted and practical. 

The Treasury could be authorized to borrow from the general fund 
with later repayment from the highway trust fund—or a Federal 
Highway Authority could be created for as long as needed to issue 
short-term revenue bonds or certificates of indebtedness in the name 
of the highway trust fund. The life of the taxes presently going into 
the trust fund could be extended as a surety for such obligations. 
Such financing would be to the economic life of the Nation what 
home financing by private enterprise is to the social fabric of the 
American family. 

All of our State affiliates throughout the country strongly favor, 
just as soon as practicable, the transfer to the highway trust fund of 
the balance of the highway-user revenues presently going into Gen- 
eral Treasury. We realize that this would mean a loss of these 
revenues to the Treasury and thus would have to be offset either 
through new taxes or through curtailment of other Government 
expenditures. 

At the same time we maintain that-it is only fair and right, since 
Congress has seen fit to dedicate highway-user funds and to establish 
a trust fund for this purpose, that all such revenues should go into 
that fund from now on. Had this been done when the expanded high- 
Way program was first started, we would have no serious highway 
finance problem today. 

If this transfer cannot be accomplished at one time, this committee 
might wish to consider recommending that it be done a step at a time. 
For instance, you might consider it feasible to apply 50 percent of 
the automobile excise revenues at this time—or at least the 3 percent 
Increment presently raised over the normal rate of 7 percent, the bal- 
ance later, and until such time as these excise taxes are reduced or 
repealed. 

It has been apparent to the highway movement ever since the be- 
ginning of the program in 1956, that the unworkable arrangement of 
what is known as the Byrd amendment to the Federal-Aid Highway 
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Act must be done away with permanently. The States, which are 
responsible for the actual building of the highways, cannot be ex- 
— to do so in the most efficient manner and on the most economical 

asis possible if they have to operate on a year-to-year basis, never 
knowing what the next year’s allocation is going to be. 

We have just been informed that the Federal Highway Administra- 
tor is officially of the opinion that the 1960 Commerce Appropriations 
Act forbids him to pay State highway vouchers on highway projects 
except to the extent that the highway trust fund can support pay- 
ments. In the absence of new legislation, the Federal Government 
will delay payment on State vouchers totaling $500 million, and there 
will be an effective moratorium on new contracts which are “ready 
to go“ and extending well into 1960. Since the $500 million in con- 
tracts is already committed, legislation is obviously needed and needed 
immediately to correct this appalling situation. 

Another disturbing development is a report to the effect that nega- 
tive voices are increasingly being raised as to engineering, as to costs, 
and even as to administrative aspects of the program. I happen to 
come from the Newark, N.J., metropolitan area which has the greatest 
traffic density in the Nation. Our East-West Freeway project, which 
we have promoted over 10 years, would be in danger if this program 
were cut back, particularly in its urban aspects. Knowing the speed 
with which this program was initially developed we in the highway 
movement realized immediately that many of the States would not 
be in a position to come up with final and authoritative estimates as 
required under the new Federal-aid program within the short time 
allowed. Under the circumstances we believe the States did as good 
a job as could be expected. 

Congress recognized this situation, for it wisely provided periodic 
revisions for the purpose of making necessary adjustments. The 
highway movement, too, is fully aware of this situation. We have 
taken soundings from time to time within the ranks of our member- 
ship. These soundings indicate that there is a full appreciation 
of the complexities involved and a general recognition of the fact that 
the governmental agencies, namely the Federal Bureau of Public 
Roads and the highway departments of the States, have done and 
continue to doa superb job. 

In conelusion, we should like to state for the record that we know, 
from close contact with our members, that whatever methods of 
financing the Committee on Ways and Means finally recommends to 
the Congress will have the support of large segments of the motoring 
public. The average citizen likes to gripe against new taxes, but 
he also likes more and better roads. In this connection I should like 
to quote one sentence from the testimony which I was privileged to 
make at a hearing held by your committee in 1956. It is as signifi- 
cant today as it was 3 years ago: 

On the northern section of the New Jersey Turnpike the highway user will- 
ingly pays the equivalent of 60 cents a gallon gas tax for convenience, safety, 
and saving of time. 

Millions of motorists throughout the country are willing to pay 
the going rates for the privilege of riding on what we, in the highway 
movement, term “adequate and safe roads.” A recent study by the 
General Electric Co. on operating economies effected by GE trucks 
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using the New York State Thruway between Syracuse and Buffalo, 
and Syracuse and Schenectady, as compared to a similar use on the 
paralleling old roads between those points shows that trucks using 
the thruway traveled over 10 miles per hour faster, saved 14 gallons 
of fuel, made 298 fewer gear shifts and 69 fewer full stops. The 
trucks saved 38 miles on round trips, and 4 hours and 20 minutes in 
transit time. The thruway’s lower accident rate also resulted in a 
rebate to GE on their insurance. Other truckers report similar 
economies. 

If our national defense is to be strengthened and if our economy is 
to continue to grow and if, indeed, we are to continue as a free society, 
prudence and realism require that we recognize the fact that we can 
afford what we have to afford. We know of no other issue, next to 
national defense, which looms larger within the purview of our 
domestic economy—which pays a bigger return per tax dollar in- 
vested—which is of greater importance to the people than adequate 
and safe highways. 

We respectfully urge that you recommend to the Congress the pas- 
sage before adjournment of whatever highway-finance legislation is 
necessary to keep the program rolling in full force. Any interruptions 
or cutbacks at this critical juncture of the program would be consid- 
ered a breach of faith with the States and with the American people. 

Thank you very much. 

The Cuarrman. We appreciate very much your coming to us, Mr. 
Hagios, as president of the National Good Roads Association, and 
giving us the benefit of your opinions. 

Our next witness is Mr. Mullen. 

Please identify yourself for the record by giving us your full name, 
address, and the capacity in which you appear. 


STATEMENT OF JOHN H. MULLEN, EXECUTIVE DIRECTOR, 
MINNESOTA GOOD ROADS, INC. 


Mr. Muuzen. Mr. Chairman and members of the committee, I am 
John H. Mullen of Minneapolis, Minn., representing the Minnesota 
Good Roads Association, of which I am executive director. We work 
in close harmony with the Minnesota Highway Department, for which 
I was at one time chief engineer, and_I am authorized to say that our 
recommendations are in accord with the department’s thinking on this 
matter of highway financing. 

Minnesota Good Roads is an organization of 650 good-roads people 
from all parts of our State, headed by 40 directors representing all of 
the 9 congressional districts. Of these directors only two are con- 
nected with the actual roadbuilding industry. The organization is 25 
years old. 

Our organization is very much concerned about the impending 
shortage in the highway trust fund. Minnesota is geared up to handle 
our regular State construction program, and also the expanded Fed- 
eral-aid program. Engineering personnel has been built up to carry 
on the ABC and interstate work projected by the Federal Aid Act. 
Electronic computation methods have been established along with 
aerial survey facilities; and the construction forces and equipment 
recently developed in this State are more than sufficient to carry on 
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the expanded program on a single-shift basis. In anticipation of this 
work our contracting organizations and suppliers have invested many 
millions of dollars in modern equipment, and road construction has 
now become a major source of employment in Minnesota. It would 
be a tragic situation for our State if the Federal-aid program should 
be retarded at this time. 

We therefore strongly urge that Congress provide the Federal-aid 
funds to carry on the program without interruption. We had every 
reason to believe this was a definite commitment from the Federal 
Government, and prepared ourselves accordingly. 

Our State, by its constitution, has dedicated all road-user revenues 
to highway purposes. This includes motor fuel taxes and also motor 
vehicle license fees which are in lieu of all other motor vehicle taxes, 

We consider that the highway-user taxes now imposed by the U.S. 
Government, including the tax on trucks and automobiles, are in 
the same category as in this State and should be dedicated to the 
highway trust fund. In fact, many of our people assumed that 
these road-user taxes were being so dedicated; but only one-half of 
the tax on trucks is earmarked for road purposes. If the other half 
of the truck tax and all the automobile tax were dedicated to the 
trust fund, that fund would be ample to finance the Federal-aid 
program as scheduled. 

We recommend that all revenues from motor vehicles be dedicated 
to the highway trust fund. This would stabilize the trust fund and 
allow for long-range planning which is so necessary in the highway 
program. Millions of dollars would be saved in the acquisition of 
right-of-way, and more orderly and economical plans for urban de- 
velopment and land use would result from such long-range planning. 

However, we know that there is the problem of immediate measures 
to avoid a temporary shutdown of interstate construction and for 
that reason we also recommend the repeal or suspension of the Byrd 
amendment, or the enactment of some other means of deficit financing 
to bridge the impending financial gap. __. 

We also ask you to keep in mind that the Interstate Highway Sys- 
tem was established, as stated in the 1956 and 1958 acts, and also in 
the Recodification Act, “because of its primary importance to the 
national defense,” but that no defense funds have been appropriated 
to the highway trust fund, and that on the contrary highway-user 
funds are being diverted to the general fund for general purposes of 
the Government, including national defense. 

Minnesota is very anxious that the authorized program be not de- 
layed or interrupted, for this program is of great importance to our 
State. The program and well-being of our section of the country 1s 
dependent upon developing a system of highways which will provide 
safe and economical transportation for our people. This can be ac- 
complished by putting the highway trust fund on a stable and solvent 
basis so that the States can proceed with long-range economic planning. 

Minnesota: has gone all out in preparation for building our 800-mile 

ortion of the Interstate and Defense Highways on the schedule out- 
ined in the 1956 and 1958 Federal Aid Highway Acts and have a large 
investment in preliminary engineering and acquisition of rights-of- 
way, as well as construction equipment and personnel, in preparation 
for doing our part of the work. 
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The Minnesota Legislature recognizing the danger of a stoppage 
of the work at a time when we are prepared to efficiently proceed with 
it, unanimously passed the attached resolution which we respectfully 
submit for your consideration. 

For the further information of the committee, I wish to state that 
the work in the metropolitan area of the adjoining cities of Minne- 
apolis and St. Paul is the most important portion of the Interstate 
System in our State, estimated to cost about half of the total cost of 
the Interstate System in the State. Accordingly, we have concen- 
trated on that work—building several large bridges, numerous inter- 
changes, and expending large sums of money to acquire rights-of-way. 

We are now in shape to proceed with completing this work, and 
need the Federal aid. 

These cities are great sources of supplies and distribution points for 
finished products for the great Northwest, as well as being one of the 
main locations where precision defense manufacturing is done. We 
find that unless construction work is concentrated in this metropolitan 
area we will be in a sad state of confusion in trying to distribute this 
traffic. 

It may interest this committee to know that our State considers that 
it is not enough to build this fine system of highways, but that pro- 
vision should also be made for necessary services to the motorists using 
them. Accordingly, the Minnesota Highway Services Committee was 
organized, at the suggestion of the highway department, to work out 
methods of taking care of this problem. This committee consists of 
automobile association people, highway patrol officials, garagemen, and 
hotel and motel operators. Their first significant action was to have 
anew zoning law passed which will enable a zoning authority to con- 
trol land use on access roads, to avoid congestion near the entrance 
of roads connecting with the Interstate System and with other free- 
ways. 

Thank you, Mr. Chairman. 

The Cuarrman. Without objection, the resolution will be included in 
the record. 

Thank you for coming to the committee, Mr. Mullen. 

(The resolution referred to follows :) 


A RESOLUTION PASSED UNANIMOUSLY BY THE MINNESOTA LEGISLATURE AND 
SIGNED BY THE GOVERNOR ON MARCH 30,-1959, MEMORIALIZING THE CONGRESS 
OF THE UntTep States To Enact LEGISLATION DeEDICATING 100 PERCENT OF 

Roap User Excise Taxes To HigGHWAY USE 


Whereas the U.S. Government in cooperation with the States has embarked 
on a program for construction of a network of 41,000 miles of modern interstate 
and defense highways to be built by the year 1975, in addition to the construc- 
tion and improvement of the State’s regular Federal aid primary and secondary 
highways with their necessary urban connections, all of which are necessary to 
the economic welfare of our country ; and 

Whereas Federal aid funds for these highways are derived from taxation on 
highway users, but these taxes are only dedicated in part to the highway trust 
fund, the fund from which Federal aid is disbursed, which will result in a 
deficiency in the trust fund of over a billion dollars per year ; and 

Whereas there is danger that an effort will be made to take care of the 
apap in the trust fund by imposing an additional 1144-cent Federal gas 

xX; and 

Whereas the road users of the country assumed that the Highway Revenue 
Act of 1956 provided that all road user excise taxes be dedicated to highway 
purposes, but in section 209 of this act, subsection (c), the only portion of these 


— 
; 
4 
3 
alk 
ed 
| 


248 HIGHWAY FINANCING PROGRAM 


taxes appropriated to the trust fund were the tax on motor fuel, tires, the 
special tax on heavy trucks, and one-half the tax on trucks and buses; and jf 
the tax on automobiles, parts, and other one-half of the tax on trucks and buses 
which are truly road user taxes, were also dedicated to the highway try 
fund, the trust fund would be solvent and would enable the construction of 
the Interstate System as contemplated as well as to carry on the regula 
Federal aid program ; and 

Whereas these interstate and defense highways were declared to be of 
primary importance for national defense but no defense funds have been appro- 
priated for their construction, but on the contrary highway user funds ar 
being appropriated for other governmental purposes, including national defense: 
Now therefore, be it 

Resolved, by the Legislature of the State of Minnesota, That the Congress of 
the United States be memorialized to amend the Highway Revenue Act of 195¢ 
Public Law 627, section 209(c) to provide that 100 percent of all road user 
excise taxes now imposed be dedicated to the trust fund, to provide solvency 
to that fund, and to insure continuity of the road program; be it further 

Resolved, by the Legislature of the State of Minnesota, That Congress he 
memorialized to impose no additional taxes on the motoring public until all 
such taxes are used for highway purposes; be it further 

Resolved, That the secretary of state be instructed to transmit copies of this 
resolution to the President of the United States and each Member of Congress 
from the State of Minnesota. 

The CoatrmMan. Our next witness is Mr. Canning. 

Mr. Canning, please identify yourself for the record by giving your 


full name, address, and the capacity in which you appear. 


STATEMENT OF WILLIAM S. CANNING, ENGINEERING DIRECTOR, 
KEYSTONE AUTOMOBILE CLUB 


Mr. Canninec. I am William S. Canning, engineering director of 
the Keystone Automobile Club. 

The CHatrMan. You are recognized, Mr. Canning, to proceed. 

Mr. Cannina. It is my understanding that the purpose of this 
hearing is to endeavor to discover some means of financing the anti¢- 
pated deficit in the Highway Trust Fund. 

We want to emphasize most forcefully that we are firmly convinced 
that there should be no reduction in the program proposed under 
the 1956 act setting up the National System of Interstate and Defens 
Highways, nor is it practical or economic to extend by such reduction 
the period of time for completion of the system as programed into 
the future. 

We want to make it clear that we are in opposition to any increase 
in the Federal gasoline tax in any amount—whether it be 114 cents 
per gallon as proposed by President Eisenhower or even one-hali 
cent, which rumor persists in citing as a possible compromise. 

In substantiation of this statement, we want to point out that very 
many of the States which have their own financial problems find it 
necessary to increase their own gasoline tax to meet the expanded 
Federal-aid program on the ABC systems as well as to find the 10 
percent to match Federal funds on the Interstate and Defense Sys- 
tem. Highway costs have risen locally as well as nationally. 

Then, too, it must be pointed out that we cannot escape the cer- 
tainty of further expenses in the States in the matter of maintenance 
of the systems when completed. Our researches inform us that the 
cost of maintenance of the interstate types of highways runs from 
$6,000 to as much as $17,000 per mile per year. The latter may be 


re 

bi 

b 

tl 
al 

it 

b 

Pp 

, 
— 

| 

( 

st 

h 
4 
= 


HIGHWAY FINANCING PROGRAM 249 


reached in later years when replacement costs must become an item of 
consideration. All of this maintenance cost is presently the responsi- 
bility of the States. 

Without duplicating statistical information, which has been placed 
before you many times, it is necessary only to remind the Congress 
that the amount of revenue derived from road users’ taxes in the last 
two decades has far exceeded the amount of money expended by the 
Federal Government in Federal aid to the States. The round totals 
from the year 1939 through the year 1958 are as follows: Revenues, 
$29.672 billion; and expenditures, $10.793 billion. 

To be specific, the total Federal automotive excise taxes produced 
revenue for the fiscal year ending June 30, 1958, from all sources 
(gasoline, special fuels, lubricating oil, automobiles, trucks, tires and 
tubes, parts and accessories) in the amount of $3,588,450,000. 

Excise taxes on lubricating oil, automobiles, parts, and accessories 
and a few other items went into the general fund. These taxes 
amounted to $1,509,771,000. 

The remainder of the excise taxes, amounting in all to $2,078,679,- 
000, went into the highway trust fund. 

The 114-cent. proposed increase in the Federal gasoline tax could 
be expected to produce about $818 million per year. 

One cent of gasoline tax produces $545 million. 

The excise taxes presently going into the general fund, amountin 
to $1,510 million, are almost twice the amount of revenue produce 
by the proposed 114-cent gasoline tax increase. 

It is our position that if only a part of the excise taxes presently 
collected from from the motorist, the revenue from which is directed 
into general fund, were returned to the highway trust fund the pro- 
posed 114-cent gasoline tax increase would be completely unneces- 
sary. 

At the present rate of receipts and expenditures, the deficit in the 
highway trust fund would be something like $136 million by the end 
of 1960. The average annual deficit occurring from the year 1959 
through the fiscal year 1964 would amount to approximately $738 
million. 

Thus, if only one-half of the excise taxes presently paid by the 
motorist which now go into the general fund. were redirected into 
the highway trust fund, these anticipated deficits would be wiped out 
without any additional gasoline taxes. 

It is difficult for us to find justification for the enactment by the 
Congress of the United States of a tax measure which to our minds 
outrages the concept of the antidiversion provisions of the Hayden- 
Cartwright Highway Act of some years ago, a principle which is 
still the law of the land. 

This is all the more obnoxious to those of us who are citizens of one 
of the 27 or more States which have constitutional provisions pro- 
hibiting diversion of motor vehicle revenues. 

It is clear that any redirection of motor vehicle excise tax money 
from the general fund to the highway trust fund would produce a 
vacuum in the general fund which would have to be filled from gen- 
eral taxation. To that we can find no objection. The mere title of 
the “Interstate and Defense Highway Act” implies most forcefully a 
responsibility for the general welfare of all of the people of the 
United States. 
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Furthermore, we reject most emphatically the precept that all of 
the expense of these new highway systems should be saddled upon 
the shoulders of the motorist users of the highways. 

Your attention is called to a most excellent résumé appearing on 
page 3 of the Kiplinger Washington Letter of July 11, 1959. This 
statement summarizes concisely the findings of several exhaustive 
studies made recently by several of the States in conjunction with 
the Bureau of Public Roads and other reliable institutions, such as 
the Texas Traffic Institute. 

In conclusion, it is our firm belief that there is ample justification 
for urging the Congress to supply the deficit in the highway trust fund 
from general fund revenue. 

We protest any further imposition of increased gasoline or other 
excise taxes on the motorist as unjust and unwarranted. 

Thank you, Mr. Chairman. 

The Cuamman. Thank you, Mr. Canning, for bringing to us the 
vews of the Keystone Automobile Club. 

Mr. Cannin@. Thank you. 

The CHarman. That concludes the calendar for today. 

Without objection, the committee adjourns until 10 o’clock in the 
morning. 

(Whereupon, at 4:30 p.m., the committee recessed to reconvene at 
10 a.m., Friday, July 24, 1959.) 
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HIGHWAY TRUST FUND AND FEDERAL AID HIGHWAY 
FINANCING PROGRAM 


FRIDAY, JULY 24, 1959 


Hovse or 
CoMMITTEE ON Ways AND MEANS, 
Washington, D.C. 

The committee met, pursuant to recess, at 10 a.m. in the committee 
hearing room, New House Office Building, Hon. Wilbur D. Mills 
(chairman) presiding. 

The CHarrman. The committee will please be in order. 

Our first witness this morning is our colleague, the Honorable 
George Grant from the State of Alabama. We are happy to welcome 
you, Mr. Grant. 


STATEMENT OF REPRESENTATIVE GEORGE GRANT, OF ALABAMA 
Mr. Grant. Thank you, Mr. Chairman. H.R. 7963 or H.R. 7939, 


bills to increase the Federal gasoline tax above 3 cents, if enacted 
would be particularly detrimental to Alabamians because we now have 
a 7-cent State gas tax, plus local taxes imposed by cities and counties. 
The average tax in Alabama is now 11 cents per gallon, and, in some 
areas, it’s at high as 13 cents per gallon. 

Twenty-seven municipalities and one county in my nine-county Sec- 
ond Congressional District levy gasoline taxes of 14 to 2 cents. A 
sampling of key cities in my district shows the following total tax 
figures: Andalusia, 1114; Atmore, 11; Brewton, 11; Evergreen, 11; 
Georgiana, 12; Greenville, 12; Luverne, 11; Montgomery, 12; and 
Troy, 11. 

The gasoline tax field is overcrowded, but let me remind that the 

Federal Government was the intruder in what traditionally was a 
source of State tax revenue. State and local governments have critical 
need of their gasoline tax revenues just as the Federal Government 
needs its money. 
* Federal gasoline tax was increased from 2 cents to 3 cents in 1956. 
It would appear that, under the 1956 program, there would be enough 
to finance the Interstate System if all automotive revenues imposed 
were put into the highway trust fund. More than $1.5 billion a year 
in automotive tax is now diverted into the general fund. It will be 
recalled that the Federal interstate highway law provides penalties 
for States which divert their automotive tax money. 

Consumers of my district have Jet me know they oppose more tax 
on gasoline, which is necessary to their work, to their homes, and to 
their everyday living. 
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From the beginning of the Federal aid program for highways, Con- 
gress recognized that road improvements are not made for the exclu- 
sive benefit of motorists. The benefits actually extend to the total 
economy, to national defense, and to many essential public services, 
When the new road program was initiated in 1956, Congress, for the 
first time, earmarked special motorist taxes to finance the entire Fed- 
eral cost. Since this was a departure from the past highway program, 
Congress directed that a thorough study be made so that the program 
could be reviewed at a later date. This study is to be reported to 
Congress not later than January 1961. 

Since Congress has not yet developed an equitable long-range policy, 
let me respectfully suggest that some other form of raising revenue 
other than increased gasoline taxes be initiated. 

The Cuamman. Thank you, Mr. Grant, for coming to us and giving 
us your views on this subject. 

Mr. Grant. Thank you, Mr. Chairman. 

The Cuarrman. We will now hear from our colleague, the Honor- 
able Chester R. Merrow, from the State of New Hampshire. We are 
happy to welcome you, Mr. Merrow. 


STATEMENT OF REPRESENTATIVE CHESTER E. MERROW, OF 
NEW HAMPSHIRE 


Mr. Merrow. Thank you, Mr. Chairman. 

After careful study of the situation, I have decided to oppose an 
increase in the Federal tax on motor fuels. 

Within the past weeks, I have received letters and telegrams from 
a number of prominent New Hampshire organizations, all declaring 
their opposition to any increase in the Federal gasoline tax. They 
include the New Hampshire Division, American Automobile Associa- 
tion; the Independent Food & Grocers Association of New Hamp- 
shire; the New Hampshire State Grange; the New Hampshire Rural 
Letter Carriers Association; the Grand Council of New England, 
United Commercial Travelers; the Manchester, N.H., Council, U.C.T. 
of America; New Hampshire Truck Owners Association ; New Hamp- 
shire Highway Users Conference; and New Hampshire Taxpayers 
Federation. 

As in all States today, and perhaps more so than in many others, 
the highway users of New Hampshire are already bearing a very 
heavy ‘burden of taxes levied upon them by Federal, State, and local 

overnments. Official statistics recently compiled show that. this 

urden was already running in excess of $3214 million a year prior te 
the enactment by the New Hampshire Legislature of another 1-cent 
increase in the State gasoline tax, bringing the tax to 7 cents per 
gallon and adding an estimated $2 million more to the total figure. 

Even with the additional revenue our State is now deriving from 
the added cent of gasoline tax, New Hampshire will be hard put over 
the next few years to match all available Federal aid anticipated and 
at the same time carry on its own highway program. ‘ 

Personally, I feel that a very strong aad varia objection to any in- 
crease in the Federal tax lies in the fact that thereby the Federal 
Government will be encroaching still further upon a field of taxation 
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which rightfully belongs to the States and one which is desperately 
needed by them as their own principal and most lucrative means of 
raising money needed for roads. Py 

It is also my feeling that for the Congress to enact any additional 
taxes of any kind on the Nation’s highway users at this time would 
be premature and prejudicial to the final results of the study provided 
for in section 210 of the Federal Aid Highway Act of 1956 as to the 
equitable sharing of the costs of federally aided highways by all 
beneficiaries. If we go ahead and raise this tax now will we not be 
negating, in large measure, the efforts being devoted to this study ? 

‘here is another very important point I would like to make, and 
this concerns the inequity of our present Federal tax laws as they 
relate to the highway user. 

From the inception of the Federal highway trust fund in 1956, 
highway users have borne the entire burden, currently amounting to 
well over $2 billion annually, despite the fact that the bulk of this 
money is being used to finance construction of the 41,000 miles Na- 
tional System of Interstate and Defense Highways. Surely, since 
Congress itself has agreed that this expanded highway program is 
vital to the defense of the Nation, as well as its economy, it would 
seem that a considerable portion of its cost should fairly be charged 
to the general revenues, so that all who benetit may do their shares. 

And on top of the $2 billions annually which highway users alone 
are paying into the highway trust fund, they are pouring an addi- 
tional $114 billions into the General Treasury in the form of other 
Federal automotive excise taxes born of war and depression. They 
are, at the same time, paying all the other kinds of general and special 
taxes that everyone else pays. 

The injustice is compounded every time the highway user is asked 
to pay still more taxes into the highway trust fund. 

efore we even think seriously about raising the rate of the Fed- 
eral gasoline tax, or the rates of any other highway user taxes going 
into the highway trust fund, we should first explore the desirability 
of transferring these other automotive excise taxes, now going into 
the general fund, over to the highway trust fund. These amount to 
approximately $1.5 billions per year. 

This action would provide an immediate solution to the deficits that 
are impending in the highway trust.fund, not only for the next 2 
fiscal years, but for the life of the highway program, surely as far as 
can now be foreseen. I believe the highway users would be happier 
with the arrangement than to have to pay still more taxes. At least 
they would then have the satisfaction of knowing that the special 
taxes levied upon them because of their ownership of motor vehicles 
were all being used for highway purposes. 

The Cuarrman. Thank you, Mr. Merrow, for coming to us and 
giving us your views on this subject. 

Mr. Merrow. Thank you, Mr. Chairman. 

The Cuarrman. Our next witness today is our colleague, the Honor- 
able Dean P. Taylor of the 31st District of New York. Mr. Taylor, 
while we know you well and favorably, we would appreciate your 
identifying yourself for the purposes of the record. 
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STATEMENT OF REPRESENTATIVE DEAN P. TAYLOR, OF NEW YORK 


Mr. Taytor. Mr. Chairman and members of the committee, I am 
Dean P. Taylor representing the 31st Congressional District of New 
York. I appreciate the opportunity you have accorded me to appear 
before you and present my views with respect to proposals for addi- 
tional financing for the highway trust fund to carry out the federal- 
aid highway program. 

I would particularly comment on the recommendation contained 
in the budget message for fiscal year 1960 to provide a 114-cent in- 
crease in the Federal excise tax on motor fuels. I have been advised 
that this increase is necessary to avert deficits in the highway trust 
fund, created by the construction of 41,000 miles of Interstate High- 
way System. 

his project, initiated by the Congress in 1956, placed at $27.6 bil- 
lion the overall cost of construction, of which 90 percent was to be 
paid by the Federal Government and the States to provide the bal- 
ance. The Federal highway trust fund was to receive revenues from 
the following automotive taxes: Motor fuels (3 cents per gallon), 
tires, tubes, and trucks and buses; however, there was no earmarking 
of other Federal excise taxes such as the 10-percent Federal excise tax 
on new autos, the 8-percent tax on parts and accessories, and one-half 
of the 10-percent tax on trucks and buses which all go directly to the 
general fund. These funds totaling $11% billion during 1958 amount 
to 42 percent of the $3.6 billion collected that year from all Federal 
automotive taxes. 

So much for background which is familiar to us. 

The question I wish to bring to the attention of the members of 
the committee is, How much consideration has been given to the 
motorist in New York State whose tax this year was increased to 6 
cents per gallon? This, combined with the Federal levy, brings it to 
a total of 9 cents—a total tax today of 37.5 percent on the cost of a 
product which millions of New York State motorists and those in 
other States regard not as a luxury, but necessary to a way of life. 

Before the committee are proposals increasing the Federal 3-cent 
levy by anywhere from 14 to 114 cents a gallon. It seems to me that 
this singling out of a particular segment of taxpayers as those who 
will underwrite this program is unwarranted. Let’s not forget that 
when the highway program was conceived several years ago much 
stress was placed on the important benefits that would accrue to all 
segments of the economy, and the contribution such a highway sys- 
tem would make to national defense. 

Beyond this, we must seriously question if we can afford the im- 
position of an additional Federal tax on gasoline. Perhaps the point 
of diminishing returns has already been reached. For example, it 1s 
painfully evident that more and more motorists are purchasing the 
small foreign economy car which certainly does not constitute a boon 
to the Nation’s economy and more and more families are asking the 
question, “Is this trip necessary ?” 

I firmly believe that the fiscal problems which we seem to face in 
our present highway program do not have their proper solution in an 
increase in the present Federal levy. Other proposals such as an 
earmarking of all highway user revenues, a stretching out of our pres- 
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ent program, and use of general funds have been made, and others 
will certainly follow but, assuredly, the proposed increase is not proper 
nor can it be justified. 

Mr. Chairman, I again express my sincere appreciation for this op- 
portunity to appear before the Committee on Ways and Means. I 
recognize that you have a difficult problem before you, and as a mem- 
ber of the House Committee on Public Works I stand ready to be of 
whatever service I can in finding an appropriate solution to it. 

The Cuairman. Thank you, Mr. Taylor for giving us the benefit 
of your views. 

The Cuamman. We will now hear from our colleague, the Honor- 
able Albert Rains, from the State of Alabama. We are happy to 
welcome you, Mr. Rains. 


STATEMENT OF REPRESENTATIVE ALBERT RAINS, OF ALABAMA 


Mr. Rarns. Thank you, Mr. Chairman. 

Mr. Chairman, I am opposed to the President’s request for a 
114-cent-per-gallon increase in the Federal gasoline tax for the next 
2 years, and I am also opposed to the graduated tax on gasoline as 
represented by H.R. 7969. 

Both of these proposals have been described as temporary taxes, 
but the fact is that we have rarely, if ever, imposed a temporary tax. 
The luxury taxes levied in wartime were temporary taxes which came 
tostay. Admissions taxes to theaters and sports events were supposed 
to be temporary. Hundreds of sales taxes levied in the respective 
States were designed as temporary—to bridge the gap or to meet some 
emergency need. But most often we find when the time comes for 
such a tax to expire the emergency which prompted it either has con- 
tinued or a new crisis has arisen to require revenue produced by the 
temporary tax. 

In the case of the Interstate Highway program, I, for one, did not 
anticipate paying for this construction as it is done, but rather over 
a period of time, just as most of us pay for our homes. And I sub- 
seribe to the view that before we consider levying a gasoline tax we 
should first transfer to the highway trust fund the estimated $1.5 
billion in automobile and excise taxes which go into the Federal 
Treasury and are used for other purposes. 

In the 1958 fiscal year highway-related tax collections by the Fed- 
eral Government totaled $3.6 billion. But only $2.1 billion was ear- 
marked for highway purposes. The remaining $1.5 billion, or 42 
percent of the total amount collected, was paid into the Treasury’s 
general fund for other Federal activities that have no relation to 
highways. 

It seems to me that if we must pay for the highway construction 
at a faster rate, then Congress should earmark for that purpose taxes 
already being paid by highway users, and not place any higher taxes 
on our motorists. It is estimated that 75 percent of all American 
automobiles are used to transport people to and from places of em- 
ployment. For millions of American motorists an increase in Fed- 
eral taxes on gasoline might be considered in the same light as an 
increase in the transportation taxes, most of which, we may recall, 
were originally offered as temporary measures. 
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I would like for the committee to note the high rate of the gaso- 
line tax levied by many of our States. We in Alabama pay a State 
gasoline tax of 7 cents per gallon. This is the highest rate among 
the States, but Alabama is not the only State with such a gasoline 
tax. A 7-cent-per-gallon tax is also levied by Florida, Kentucky, 
Louisiana, Maine, Nebraska, Mississippi, North Carolina, South Caro- 
lina, and Tennessee. Certainly our States cannot remove their gaso- 
line taxes, for they are sorely pressed for revenue from all sides, and 
their participation in the highway program requires what revenue 
is obtained by the gasoline tax. 

Mr. Chairman, there has been no convincing evidence that we need 
to pay for this vast highway program immediately, and certainly as 
long as $1.5 billion from related tax revenues is letne diverted for 
other Federal projects I cannot go along with any move to impose 
higher gasoline taxes on our citizens. 

The Cuatmrman. Thank you, Mr. Rains, for coming to us and giving 
us your views on this subject. 

Mr. Rats. Thank you, Mr. Chairman. 

The Cuarrman. We will now hear from our colleague, the Hon- 
orable R. Walter Riehlman from the State of New York. We are 
happy to welcome you, Mr. Riehlman. 


STATEMENT OF REPRESENTATIVE R. WALTER RIEHLMAN, OF 
NEW YORK 


Mr. Rreniman. Thank you, Mr. Chairman. 
I appreciate the opportunity to contribute my views to the study 
presently underway in the Ways and Means Committee concerning 
the crisis that exists with respect to financing the Interstate High- 
way System. It isa crisis that bears directly on the lives and liveli- 
hoods of countless people across the country. The breakdown of this 
program will have an indirect, but equally important, bearing on the 
lives of a great many others. Of no small importance, I am sure 
you will agree, is the fact that curtailment at this time will materially 
deprive this Nation of a segment of its transportation network that 
is of vital importance to its growing population and expanding 
economy. 

The Federal-aid highway program has for some years been, to the 
great majority of the American people, a thoroughly acceptable and 
respectable undertaking. It is one of the few Federal-aid programs 
designed to operate on a pay-as-you-go basis. There has been some 
extravagance and waste, as might be expected in a program of such 
magnitude, but the overall effect has been one of which Congress and 
the American people can be justifiably proud. I therefore urge, in 
the strongest possible way, that the committee make every effort to 
arrive at an economically sound solution permitting the continuation 
of this worthwhile program. 

The economic factors contributing to the present situation are quite 
clear. Due to the financial position of the highway trust fund, the 
Secretary of Commerce has informed us that unless additional funds 
are made available by the Congress, it will be necessary to completely 
forgo any apportionment of interest funds for fiscal year 1961 and 
the apportionment during fiscal year 1962 would amount to only 
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¢500 million. So, the problem confronting Congress, although simple 
on its face, is difficult of solution. ‘To continue the program, we must 
provide more money. Several alternatives are before the committee. 

The committee is faced with the problem of choosing that alternative 

which is in the best interest of the country, both from the standpoint 

of continuing the interstate program and from the standpoint of 

consistency with economy and responsibilty in government. 

It appears to me that the problem lends itself to one of four broad 
areas of solution: First, do nothing and allow the program to ride 
out a barren fiscal year 1961 and part of 1962 and then resume on 
a slightly reduced level; second, increase revenues to support the 
program at its present and projected levels; third, continue the pro- 
gram at its present and projected levels by making up deficits from 
the general fund of the Treasury or by issuing special bonds; and 
fourth, establish a minimum annual level of expenditure and main- 
tain it by borrowing from the general fund in lean years and and 
making repayments from the highway trust fund in good years, 

It is my firm belief that the first three of these solutions are less 
desirable than the fourth. If we do nothing and let the interstate 
program weather as best it can the present financial storm, we will 
seriously disrupt the programs that are now either in the planning 
stage or underway in the States. It is my understanding that inter- 
state programs will come to a substantial halt in most parts of the 
country sometime in the fall of 1959, should Congress decide not to 
act. When funds once again become available, the job of organizin 
the necessary personnel and equipment to renew the program will 
represent a time-consuming and costly process. The fact that this 
program is in the best interests of the Nation, plus the uneconomical 
aspects of curtailment, plus the obvious effect on the many people who 
depend on this program for their livelihood, certainly places this 
first solution in an unfavorable light. 

The second alternative is embodied in the President’s request for 
a 114 cent per gallon increase in the gasoline tax. The prospect of 
a further increase in taxes has certainly met with less-than-favorable 
response in most parts of the country, particularly among my own 
constituents in the 35th District of New York. The fact that the 
Federal Government has authorized and planned expenditures that 
are far beyond actual and anticipated trust fund receipts certainly, 
in my opinion, invalidates any justification for demanding increased 
revenues from the taxpayers. The taxpayer should not be made the 
whipping-boy when there is another solution available that is, eco- 
nomically speaking, equally sound. 

The third alternative, that of taking the program off a pay-as-you- 
go basis and either financing it from the general fund or issuing spe- 
cial bonds, is, in my opinion, the least desirable of those solutions 
permitting continuation of the program. In a nutshell, this would 
result in supporting the Federal-aid highway program through deficit 
financing. The net result will be that one more otherwise worthwhile 
program will, year after year, make its contribution to an increasing 
national debt. At a time when there is so much public concern over 
inflation and the manner in which our fiscal system is operated, I feel 
that a course of action indicating our willingness to surrender one 
more program to the permanent expediency of deficit financing would 
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serve as a crushing blow to the public’s confidence in its elected repre- 
sentatives. 

I believe the fourth alternative is, in all respects, the soundest ap- 
roach to the problem. This approach is embodied in a bill, HR 
293, which I introduced earlier in this session. This bill authorizes 

a& minimum apportionment of $1.4 billion for the Interstate System 
each year beginning with fiscal 1961. It authorizes the highway 
trust fund to borrow from the general fund during the years 1960, 
1961, and 1962 when there will be a storage of funds under present 
legislation. The highway trust fund would then reimburse the gen- 
eral fund of the Treasury immediately after 1962 when it is estimated 
that income will exceed $1.4 billion. It would maintain authoriza- 
tions for primary, secondary and urban highways at a rate of between 
$875 million and $1 million as provided by present law. This repre- 
sent a tightening of the belt but would, in no way, interfere with the 
ultimate objectives of the interstate program. It would, at most, 
extend the program a few years beyond the present expectation. In 
providing an even distribution of funds over the length of the inter- 
state program, it would allow State highway departments to plan 
upon a dependable apportionment every year for interstate construc- 
tion. It is estimated that borrowings from the Treasury will be held 
to the following levels: $241 million in 1960, $757 million in 1961, 
and $662 million in 1962. 

Granted, this program will not be self-supporting during the first 
few years, but the end result will be one of financial solvency. By 
including in this bill the mandatory requirement that the Treasury 
will be repaid from the trust fund during those years when receipts 
exceed $1.4 billion, the public will be assured of congressional will- 
ingness to restrict spending to income. In the absence of any indebt- 
edness to the general fund, the apportionment for any given year 
could exceed $1.4 billion by the amount that trust fund receipts ex- 
ceeded $1.4 billion . 

Let me emphasize that my proposal will not cut back the overall 
highway program. It would establish a minimum annual level of 
expenditure that could only be exceeded on a pay-as-you-go basis. 

I urge that the committee give fullest consideration to the above- 
outlined proposal. It represents, in my estimation, a constructive 
and realistic solution to a critical problem. 

The Cuatrman. Thank you, Mr. Riehlman for coming to us and 
giving us your views on this subject. 

Mr. Rrextman. Thank you, Mr. Chairman. 

The CuatrmMan. Our next witness this morning is our colleague 
from Kansas, Hon. Wint Smith. 

Mr. Smith, we are pleased to have you before the committee. You 
are recognized to proceed. 


STATEMENT OF REPRESENTATIVE WINT SMITH, OF KANSAS 


Mr. Smirn. Mr. Chairman and members of the committee, I rep- 
resent the Sixth Congressional District in the State of Kansas, and I 
appear here this morning in opposition to an increase in the Federal 
gasoline taxes. 

There are many reasons why I oppose this measure, but the most 
cogent reason that I can think of is that it is a further encroachment 
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on the part of the Federal Government into an area that we have 
always felt basically belonged to the State. ; 

It is not a question of whether we need good roads for national 
defense or for the convenience of the traveling public; the question 
issolely how will these roads be paid for? 

Ever since I have been here in the Congress—for the past 12 years— 
[have never ceased to marvel why it is that we in the Congress put 
so much stress on building roads and bridges throughout the world 
and then start taxing our own people at an exorbitant rate to finance 
their roads. 

I am sure that everyone knows that the present construction pro- 

am needs additional funds, but recently—in fact, this week—the 

ongress authorized $314 billion for foreign aid. To take even a 
good substantial share of this foreign aid authorization would help 
out a great deal in keeping our own U.S. road program going. No 
one ever suggests this. 

Out in Kansas we have a law which compels the State of Kansas, 
when they levy a gasoline tax, that these taxes must be used solely 
for the benefit of Kansas roads. Kansas has the second largest mile- 
age of roads in the United States. Texas is the only State that 
exceeds our mileage. To compel the people of Kansas to pay an 
additional cent or a cent and a half in taxes is, to my mind, unjust, 
and it should not come to pass. 

I am well aware that some States use gasoline-tax money for other 
purposes than roadbuilding but, I again repeat, Kansas uses its gas- 
oline-tax money only for road purposes. It has been thought for 
many years that the Federal Government would not encroach in this 
field of taxation; namely, the taking away of sources of revenue from 
the State. There is only so much money that can be taken on any 
product by taxation, and certainly we are reaching the saturation 
point in regard to this matter. 

If the Federal Government would use the excise taxes that it gets 
on autos, trucks, and other segments of the motor-carrier industry, 
no one would object. But this idea that the Federal Government 
can continue to dip into gasoline taxes is wrong in principle. 

I also want to tell this committee that I was requested to speak on 
behalf of the Kansas State Farm Bureau by Mr. W. I. Boone, presi- 
dent, at Manhattan, Kans. He authorized me to state that the Kansas 
Farm Bureau is unalterably opposed to any increase in the Federal 
gasoline tax. 

The Kansas Farm Bureau is a sound, conservative organization, 
and their recommendations carry great weight throughout the State 
of Kansas on matters of general policy outside of the field of farm 
matters. 

The people of the district I represent believe in adequate roads, but 
they cannot understand why it is that when the Federal Government 
gets more money from the taxes it collects on gasoline, vehicles, tires, 
and oil than it pays out for Federal Government’s share of road pro- 
grams that the people should be taxed another cent or cent and a half 
gas tax. 

Certainly this Ways and Means Committee can find the necessary 
funds elsewhere. And, to again repeat, $314 billion in foreign aid 
has not been spent, and there is also some $5 billion or $6 billion of 
unallocated funds in the pipelines that has not been spent. 
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The Cuarrman. Thank you very much, Mr. Smith. 

We will now hear from our colleague, the Honorable John Bel] 
Williams from the State of Mississippi. We are happy to welcome 
you, Mr. Williams. 


STATEMENT OF REPRESENTATIVE JOHN BELL WILLIAMS, OF 
MISSISSIPPI 


Mr. Wituiams. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, permit me to express 
my appreciation for this opportunity to express my views in opposi- 
tion to a proposed increase in Federal gasoline taxes. 

The current high level of Federal taxes places an extremely heavy 
burden upon the average American citizen, and it is my belief that 
the Congress should be exploring the possibility of granting the tax- 
payer relief rather than adding to his burden. 

There is no doubt but that the highway program is a highly desir- 
able and quite necessary project and, most certainly, in the public 
interest. It is equally true that such a program is expensive and, in 
my opinion, should be financed on a pay-as-you-go basis, rather than 
with borrowed money which would serve to increase our staggering 
national debt, and it already exceeds the aggregate of the combined 
public debts of the other countries of the world. 

I appear in opposition to further tax increases for several reasons 
which I believe obe supported by sound and reasonable logic. 

First, other means of financing this program are available; the 
American people are already overburdened with Federal taxes; the 
ee of prudence in the expenditure of public moneys could 
eliminate the need for additional revenue; and, finally, an increase in 
Federal gasoline taxes would constitute another encroachment against 
the States’ already dwindling sources of revenue. 

The highway trust fund was, as I understand it, created in order 
that Federal highway construction could be financed on a pay-as-you- 
go basis. However, the weakness in thé present program is found in 
the fact that less than two-thirds of the revenue from motor fuels, 
equipment, and vehicles goes into the highway trust fund. The re- 
mainder is credited to the general fund and used for financing general 
governmental operations. It is even reasonable to assume that some 
of it will find its way into funds used to build highways in other 
countries under our vast foreign-aid programs. 

It would appear to me proper that all taxes on highway users be 
credited to the trust fund as the alternative to increasing taxes and/ 
or to slowing down the highway program. From information avail- 
able to me, such a step would provide adequate financing for the 
original plan which contemplated completion of the program in 16 
years. 

I believe it would be in the public interest if the Congress should 
earmark certain revenue sources to be used exclusively for financing 
such programs as public housing, airport construction and similar 
grant-in-aid programs. More especially do I believe it would be help- 
ful if foreign-aid expenditures were to be made from a trust fund, 
with special taxes earmarked for that specific purpose. 

For several years our outlay for foreign aid has been approximately 
10 percent of our annual individual-income-tax collections. If the 
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individual taxpayer had to pay his Federal income-tax obligations 
in two checks: One for 90 percent of his taxes, to be applied against 
the general operations of Government, and another for 10 percent of 
his taxes, to be applied to financing the foreign-aid program, I would 
venture the prediction that an aroused public would soon force a 
curtailment of this program. 

[| am confident that the public would rise up in righteous indigna- 
tion against such a program if they were fully informed of its tre- 
mendous cost to the individual taxpayer. By the same token, I 
do not believe the public will support an increase in highway-user 
taxes While the Federal Government continues to engage in global 
ventures of doubtful value. : 

In the State of Mississippi, for instance, citizens pay 11 cents in 
taxes on every gallon of gasoline purchased. Taking into considera- 
tion all the factors involved in the highway-construction program, 
I find no justification for adding to that tax burden. Here again, 
a Federal increase in gasoline taxes would preempt the use of another 
source of revenue for the State, should it become necessary for the 
State to seek additional revenue. As members of this committee will 
know. the Federal Government has preempted so many sources of 
tax revenue formerly available to the States that they are hard put 
to find money to finance their local governments. 

Mr. Chairman, it is my hope that this committee in its wisdom 
will see fit to reject the tax-increase proposal and, instead, channel 
all highway-user taxes into the trust fund. 

The Cuamman. Thank you, Mr. Williams, for coming to us and 
giving us your views on this subject. 

Mr. Winuiams. Thank you, Mr. Chairman. 

The Caamman. We will now hear from our colleague, the Honor- 
able Gardner R. Withrow from the State of Wisconsin. We are 
happy to welcome you, Mr. Withrow. 


STATEMENT OF REPRESENTATIVE GARDNER R. WITHROW, OF 
WISCONSIN 


Mr. Wirnrow. Thank you, Mr. Chairman. 
Gentlemen, while the present financial crisis facing the Federal 
Interstate Highway program is most serious, it does serve a useful 
panies in calling attention to the fact that the present system of 
nancing is most unfair to the highway user. Obviously we must 
find a sound and equitable system of providing the necessary money 
or we defeat our own purpose. 

A sound and objective highway program that would stand the 
test of time is one in which automotive taxes are spent only for high- 
way construction, requires everyone who benefits from the highway 
system to pay his share of the cost, and recognizes the ability of the 
taxpayer to carry the load. 

A program which began in 1956 to require $27 billion has now, on 
the basis of revised estimates and plans and because of inflation, an 
estimated price tag of $40 billion on it. Obviously, this tremendous 
increase calls for a review of our method of financing this program. 
It is my understanding that the deficit is expected to increase, re- 
quiring more money from our taxpayers. 
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I would like to call your attention to this statement: 


It is unfair and unjust to tax motor-vehicle transportation unless the pro 
ceeds of such taxation are applied to construction, improvement, or maintenance 
of highways. 

This statement, gentlemen, is contained in the Hayden-Cartwright 
provision of the 1956 Federal Highway Act and calls for a panaliy 
for any State that diverts highway-user-tax revenue to nonhighway 
purposes under conditions prescribed in the measure. The penalty 
is a reduction in Federal highway aid grants. 

If this same practice were followed at the Federal level, there would 
be no deficit problem in the Federal highway trust fund. 

The major weakness in our present system of financing is the fact 
that the highway user does not get all of the highway he is paying for. 
It certainly is most unfair to take $3.6 billion annually in special auto- 
motive Federal taxes from the highway user, spend only 58 percent of 
these taxes for highway construction, and then ask him for more. 

If we are to establish a system of financing the Federal Interstate 
System that will stand the test of time, we must include the provision 
that all highway-user revenues be dedicated to highway construction. 
Until this is accomplished, we have no right to ask highway users for 
more gasoline taxes. 

For the fiscal year ended June 30, 1958, diverted Federal automotive 
taxes amounted to $1.5 billion, or 42 percent of the total collected. If 
this diversion continues, there will be large annual deficits in each of 
the next 11 years. However, if all Federal automotive taxes are ap- 
plied to highway construction, there would be no deficit and the entire 
program could be kept on schedule. 

It would be a mistake in our long-range thinking to forget that it 
has always been recognized that a deficit would exist in this fund dur- 
ing the middle years of construction, but would be balanced in the 
later years by increased revenues as more and more sections of the new 
highway system are put into use. As in the construction of any in- 
come property, the greatest expenditure is made during the initial 
stages when land and materials are being purchased but tapers off as 
construction nears completion. The point is, gentlemen, that the total 
revenues collected over the 16-year period of the Highway Act would 
meet the total construction costs—if there were no diversion—even 
though there would be temporary deficits on an annual basis. 

We must not forget that a deficit in our national highway building 
program existed at the time of the enactment of the 1956 Highway 
Act. At that time there was a deficit of $1,980 million which nor- 
mally would have been paid out of general funds of the U.S. Treasury. 
When the 1956 Highway Act was passed, the burden of paying off this 
debt was then charged to the highway user. Obviously, if general 
funds had been used to pay off this $2 billion debt, the present highway 
trust fund would have no deficit and we would not be here now. 

The highway system now under construction was designated as the 
National System of Interstate and Defense Highways on the claim 
that it was essential to national defense, civil defense, and the well- 
being of the economy asa whole. It is certainly not fair to expect the 
highway user to pay for the entire cost of any program which benefits 
so many others but who pay no automotive taxes. There are millions 

of American families who do not own automobiles but who, neverthe- 
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less, benefit from our highway system. At present, the Bureau of Pub- 
lic Roads is conducting a study to determine how the cost of highway 
construction should be divided among the various consumer groups in 
proportion to the benefits derived. If we are to establish a sound, 
long-range program of financing, it would seem logical to suspend 
the Byrd amendment for 2 more years until the study is completed. 

The tremendous automotive tax burden now carried by the taxpayers 
of Wisconsin is illustrated by announcement earlier this month by 
the State department of taxation. Wisconsin, one of the top seven 
States in income tax rates, collected $170 million in income taxes from 
both corporations and individuals during the fiscal year ended June 30, 
1959, compared to $186 million collected annually in Federal and State 
gasoline taxes, registration fees, and special automotive excise taxes. 

Irresponsible and excessive taxation of any major consumer product 
will have serious repercussions on the Nation’s economy. An increase 
in the gasoline tax rate is inflationary and can easily develop more 
buyer resistance. No product in this country is more heavily taxed 
than gasoline and if the tax rate were increased a cent and a half as 
has been recommended, it would represent a tax of 48 percent of the 
retail price or almost five times the Federal tax on luxuries. 

More gasoline taxes will discourage highway travel and will hurt 
the tourist industry everywhere as well as the many small businessmen 
who serve the motorist. You collect no gasoline tax on the unsold 
gallons of gasoline. 

We already have seen a tremendous surge in buying of foreign nad 
small American automobiles. While this trend has benefited the small 
car manufacturer in Wisconsin, it has the undesirable effect of decreas- 
ing gasoline tax revenue, enlarging our national highway deficit and 
encouraging even higher taxes. 

Finally, we must not ignore the obvious. The highway user is an 
average American, with average means, and no special ability to pay 
taxes. More than 50 percent of the automobiles in the United States 
are owned by families earning $5,000 or less. ‘To curtail their use of 
their automobiles by increasing the tax on gasoline could mean we are 
depriving them of a necessity and in many cases, their only opportunity 
for recreation. 

Every American recognizes the need for good highways and will 
support any sound program. We can get that support by dedicating 
all highway user taxes to road construction and with a program that 
requires all Americans who benefit from good roads to share in its cost. 

The Cuatrman. Thank you, Mr. Withrow, for coming to us and 
giving us your views on this subject. 

Mr. Wirnrow. Thank you, Mr. Chairman. 

The CuamrmMan. We will now hear from our colleague, the Honor- 
able H. R. Gross, from the State of Iowa. We are happy to welcome 
you, Mr. Gross. 


STATEMENT OF REPRESENTATIVE H. R. GROSS, OF IOWA 


Mr. Gross. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, I appreciate this 
opportunity to submit a brief statement of my views on the financing 
of the Federal highway program. 
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Let me make it clear at the outset that I am opposed to a 114-cent 
increase in the Federal gasoline tax, as oben dead by the President, 
Motorists are now paying, on a national average, a combined State 
and Federal tax of over 9 cents on every gallon of gasoline they use, 
This is equivalent to a tax of about 41 percent of the retail price, 
Without any increase in rate, the Federal gasoline tax bears 80 percent 
of the cost of financing the national highway program. 

In any event, an increase in the gasoline tax to meet the imme- 
diately impending deficit in the highway trust fund offers only a 
stopgap ae to the problem. Even with such an increase, I'am 
informed that future deficits loom. It is reported to me that if the 
gasoline tax is to be depended on to make up all these shortages, the 
Federal rate could climb to about 7 cents per gallon within some 5 
years. 

Moreover—and I fear this factor has not been given proper con- 
sideration—there is a real danger that to increase the Federal gasoline 
tax could, in the long run, actually produce less revenue for the 
highway trust fund. As a protest to high gasoline prices, motorists 
in increasing numbers are turning to automobiles which will provide 
more miles to the gallon of gasoline. A great portion of these cars 
are of foreign make, and as a result of such purchases, the highway 
fund, American automobile manufacturers, and the American worker 
suffer. It is not unreasonable to expect that this trend will be 
accelerated if the Federal tax is boosted to 414 cents. 

As I see it, the best solution to the immediate problem is to ear- 
mark all revenue from highway user taxes for the highway trust fund, 
since it is estimated that more than $114 billion in annual revenue 
from highway user taxes is not now being designated for highway 
construction. If it is correct to earmark all revenue from the Federal 
gasoline tax for the fund, why should it not be just as proper to ear- 
mark all revenue from other highway user taxes for roadbuilding! 

Furthermore, there are benefits which flow from the highway pro- 
gram to nonhighway users, and in the Highway Act of 1956, Con- 
gress directed the Bureau of Public Roads to make a thorough study 
in order to determine what taxes should be imposed in order to assure 
an equitable distribution of the tax burden among the various users 
and nonusers of the highways. In this connection, I quote the follow- 
ing from the Bureau’s third progress report : 

There are real and extensive beneficiary groups other than highway users 
as such, that reap the advantages * * * of highway improvement; and * * * 
the total magnitude of these benefits is great. 

The Bureau’s final report is not required to be submitted before 
January 3, 1961, and surely it would be unwise for Congress to levy 
additional taxes on highway users without the benefit of this final 
report. 

When all factors are considered, I can conceive of no valid reason 
for increasing the Federal gasoline tax at this time, and it is my 
sincere hope, Mr. Chairman, that this committee will not vote to im 
pose an additional, and what I consider unnecessary, tax burden on 
the American people. 

Thank you. 

The Cuatmrman. Thank you, Mr. Gross, for coming to us and giving 
us your views on this subject. 

Mr. Gross. Thank you, Mr. Chairman. 
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The CuarrMAN. We will now hear from our colleague, the Hon- 
orable Elizabeth Kee from the State of West Virginia. Weare happy 
to welcome you, Mrs. Kee. 


STATEMENT OF REPRESENTATIVE ELIZABETH KEE, OF 
WEST VIRGINIA 


Mrs. Kez. Thank you, Mr. Chairman. 

Mr. Chairman and other distinguished members of the Ways and 
Means Committee of the House of Representatives. 1 deeply appre- 
ciate this opportunity, which you have so graciously extended, to 
present this brief statement in opposition to this proposed tax increase. 

There is serious question in my mind as to the wisdom of any increase 
in the Federal excise tax on gasoline, a matter now before the Com- 
mittee on Ways and Means. 

In my mind new gasoline taxes must be balanced against certain 
hard realities. In my State we have just reluctantly increased the 
State tax on motor fuel. To ask the people of West Virginia to face a 
second increase within a year is a step which I cannot support. 

I must join with the Governors of more than 30 States in opposing 
such a move. May I add that I take this position with more in mind 
than the best interests of the people in my own State and district. 

It is my conviction that the vast revenues already accruing to the 
Government through Federal automotive taxes are sufficient to under- 
write the road program quite amply. 

West Virginia is one of the many States that subscribe to the prin- 
ciple that automotive tax revenues should be used for highway pur- 
poses, and in 1942 such a provision was adopted as part of our State 
constitution. Observance of this same principle at the Federal level 
would erase any need for new motorist taxes. 

Therefore, Mr. Chairman, it is my heartful hope that you and the 
members of your committee will not approve this proposed legislation. 

The Cuatrman. Thank you, Mrs. Kee, for coming to us and giving 
us your views on this subject. 

Mrs. Ker. Thank you, Mr. Chairman. 

The CuatrMan. We will now hear from our colleague, the Honor- 
able Harold C. Ostertag, from the State of New York. We are happy 
to welcome you, Mr. Ostertag. 


STATEMENT OF REPRESENTATIVE HAROLD C, OSTERTAG, OF 
NEW YORK 


Mr. OsterraG. Thank you, Mr. Chairman. 

Mr. Chairman and distinguished members of this committee, it is a 
privilege to appear here, today. 

The subject matter of these hearings is the highway trust fund and 
the problems incident to the financing of the Federal highway pro- 
gram. This is a subject that is of vital interest and importance to 
every citizen in the United States. A safe and efficient highway net- 
work is essential to America’s military and civil defense and to the 
economy. I cannot emphasize too strongly the necessity for our high- 
Way system to grow if we are to maintain and increase our standard of 
living. The Federal Highway Act of 1956 was designed to give our 
Nation a properly articulated highway sytsem that would solve the 
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problems of speedy, safe interstate travel paying off in economic 
dip and making a good start on the highways the country will need 

or a population of 200 million people. The highway trust fund was 
created to provide for the financing of the 41,000 mile Interstate High- 
way System and certain highway user taxes were earmarked for the 
fund. Now the highway trust fund is nearly depleted and will not 
have enough funds to meet the schedule of apportionments to the 
States for the fiscal year 1961. Unless additional funds are obtained, 
the interstate highway program will not proceed as scheduled. 

Mr. Chairman, though a number of proposals have been advanced for 
providing the additional revenues needed to meet the deficit that will 
appear in the highway fund, it is my belief that the bill I have intro- 
duced, H.R. 7780, is the most practical approach to the problem. It 
would permit the issuance of highway revenue bonds to provide for 
the funds needed to keep the Federal highway program on schedule, 
These bonds would be issued by the Federal Aid Highway Corpora- 
tion which is created by this legislation. 

It should be pointed out that the proposal I have introduced, provid- 
ing for revenue bond financing, is in line with the original highway 
financing program recommended in 1955 by the President’s Advisory 
Committee on a National Highway Program. 

According to the Bureau of Public Roads, the estimated revenues 
that would be required by the Federal Government to complete the 
Interstate system would be $36 billion. The amount that will be re- 
ceived from present trust fund revenues available for the Interstate 
System would be $22.639 billion. Therefore, the additional revenues 
that will be required to complete the Interstate System above and 
beyond those amounts received from the trust fund revenues would be 
$13.361 billion. 

These estimates broken down on a yearly basis would be as follows: 


Additional highway trust fund amounts required to complete Interstate System 
{In billions of dollars] 


Additional reve- 
Amounts from nue required 
present trust- to complete Total amounts 
fund revenues the Interstate required for 
Fiscal year available for System above Interstate 
Interstate and beyond System 
System those amounts 
from the trust- 
fund revenues 
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According to the table I have included, the fund will go into the 
red in fiscal 1960 in the amount of $300 million. These deficits will 
madually increase and by 1972, it is estimated the deficit will total 
more than $13 billion. Under the provisions of my bill, bonds will be 
sued annually only to make up those funds necessary to keep the 
Interstate System on schedule. ‘These bonds would be secured against 
the guaranteed revenue of the highway trust fund. The special 
levies Which go into the trust fund are scheduled to end in 1972; my 
proposal would merely extend the existing special highway taxes long 
enough to retire the revenue bonds. The Corporation created by my 
roposal would be headed by a board of directors composed of the 
Secretary of Commerce, the Secretary of the Treasury, and a person 
designated by the Secretary of the Treasury. The Corporation will 
be subject to all the provisions of the Government Corporation Con- 
trol Act. 

Mr. Chairman, the creation of a Federal Highway Aid Corporation 
to issue highway revenue bonds would make the necessary funds avail- 
able without placing a heavier burden on either the Federal budget, 
existing revenues or the Treasury. Several proposals that have been 
advanced would make up the deficit by taking the needed additional 
revenues from the General Treasury of the United States. No matter 
how these proposals are viewed they still amount to another burden of 
deficit financing for our General Treasury to bear. At a time when 
it is essential to maintain a balanced budget and check the rising 
debt, another raid on the General Treasury must be avoided. 

The so-called Byrd amendment which was made part of the High- 
way Revenue Act of 1956 was enacted to insure that the highway 
program would be financed without resort to budgetary deficits. This 
amendment eliminated the provision which permitted the trust fund 
to obtain advances from the general funds of the Treasury to meet 
temporary deficits in the trust fund. Congress felt at that time that 
to permit such a provision to remain in the act could lead to vast 
deficit spending and budgetary imbalance. This would present a 
dangerous possibility and thus Congress passed the Byrd amendment 
eliminating this provision. To raid the Treasury at this time in order 
tomake up the deficit in the trust fund would be resorting to exactly 
the same thing that Congress strived to avoid in 1956. 

Another proposal would increase the Federal gasoline tax by 1144 
cents per gallon. This proposal has found little support. In view of 
the fact that the Federal Government’s highway expenditures are 
being paid virtually in their entirety through special taxes on highway 
users, It is believed that it would be inequitable to impose a substantial 
tax increase at this time. 

Mr. Chairman, this is a matter which demands prompt action. Mr. 
Bertram D. Tallamy, Federal Highway Administrator, stated recently 
that unless action is taken the Federal Government will not be able to 
enter into any new contracts for quite a few months, even though the 
States now have the authorization. As I understand it, the Govern- 
ment will not be able to make any apportionment at all for the Inter- 
state System next year, and only about $500 million as a maximum in 
the following year. For example, this development would affect. my 
own State of New York by some $200 million. 

Under the terms of my bill (H.R. 7780), the users of our highways 
would continue to bear the cost for the construction of the Interstate 
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Highway System. This was the original intent of Congress in author. 
izing this program. My proposal also makes possible the adoption of 
a sound method by which to finance any reimbursement plan for States 
which built part of the Interstate System before Federal funds were 
appropriated. Under reimbursement plans which have been proposed 
for example, my State of New York would be reimbursed $799 million, 

Mr. Chairman, I believe the proposal I have introduced is the bes 
solution to the problem that has developed in connection with this 
national interstate and defense highway program and I hope that the 
members of this committee will give it their most careful and sober 
consideration. 

The Carman. Thank you, Mr. Ostertag for coming to us and 
giving us your views on this subject. 

Mr. Osrerrac. Thank you, Mr. Chairman. 

Our next witness is our colleague from Lowa, the Honorable Fred 
Schwengel. 

We are pleased to have you with us this morning, Mr. Schwengel. 
You are recognized to proceed. 


STATEMENT OF REPRESENTATIVE FRED SCHWENGEL, OF IOWA 


Mr. Scuwencev. Mr. Chairman and members of the committee, | 
am Fred Schwengel, from the First District in Iowa, and a member 
of the Public Works Committee, a member of the Subcommittee on 
Roads. 

As a Member of Congress and as a member of the Public Works 
Committee I want to say to you that I am very much aware of the 
importance of your committee and of the great responsibility that is 


yours to find ways and means to finance the cost of Government 
projects. 

I am aware, too, of the fact that there are committees who some- 
times try to usurp the jurisdiction of finding ways and means that 
rightly belong to your committee and I am one to admit that this may 
have been at least partially true with respect to the Public Works 
Committee when they were writing the 1956 Interstate Highway 
Act. However, I feel that there may have been more reason than 
usual for this committee in this instance to try to have an influence 
in this regard. 

I should like to commend the committee for the very diligent efforts 
it is putting forth in trying to resolve the very difficult problem and 
challenge that has been presented to you to solve this problem under 
very difficult circumstances. I want to thank you for giving me this 
opportunity to appear and to assure you that it is a distinet privilege 
to have this opportunity to come before you this morning to testify 
on this very serious problem that has been and is confronting you, 
the Congress, and the Nation today. That. is to discuss ways and 
means to resolve the financial problem that has developed in our plans 
for building of the greatest national system of interstate highways 
that any nation has ever attempted, much of which I believe can be 
done now. 

First I should like to call to your attention, very briefly, the history 
of the development of this system. Those of you who have been in 
Congress since 1938 and those who have been -interested in the ad- 
vancement and improvement of our road system since that time will 
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know that several studies were made during the period from 1938 to 
1948 dealing with this whole subject of national highways. 

The system was first called the interregional system or the backbone 
for a system of interstate highways. These studies, the reeord shows, 
finally resulted in the inclusion of section VIT in the Federal Highway 
Act of 1944 which officially created a National System of Interstate 
and Defense Highways limited by statute to 40,000 miles. 

Little was done toward the construction of this system until 
1955. It was then that the first real impetus was given to the construc- 
tion of the system. The Subcommittee on Roads of the House Com- 
mittee on Public Works held very extensive hearings in 1955. You 
will recall that several members of this great committee sat with and 
participated in those hearings. This legislation failed then because 
of disagreement on methods of financing. 

Then in 1956 came additional hearings in both the Roads Subcom- 
mittee and this great Committee on Ways and Means. These hear- 
ings, together with hearings held in the Senate, resulted in the enact- 
ment of the Federal-Aid Highway Act of 1956 and a National Sys- 
tem of Interstate and Defense Highways as we know it now. 

Purpose of the National System of Interstate and Defense High- 
ways: Congressional intent as to the purpose of the Interstate System 
we clearly set forth in section 108(a) of the act of 1956 and it reads as 
follows: 

(a) INTERSTATE SysteM.—It is hereby declared to be essential to the na- 
tional interest to provide for the early completion of the National System of 
Interstate Highways, as authorized and designated in accordance with sec- 
tion 7 of the Federal-Aid Highway Act of 1944 (58 Stat. 838). It is the intent 
of the Congress that the Interstate System be completed as nearly as practica- 
ble over a 13-year period and that the entire system in all the States be brought 
to simultaneous completion. Because of its primary importance to the na- 
tional defense, the name of such system is hereby changed to the National 
System of Interstate and Defense Highways. Such National System of In- 
terstate and Defense Highways is hereinafter in this act referred to as the In- 
terstate System. 

The first portion of section 108(b) of the 1956 act is also significant, 
and I quote: 

(b) AUTHORIZATION OF APPROPRIATIONS.—For the purpose of expediting the 
construction, reconstruction, or improvement, inclusive of necessary bridges 
and tunnels, of the Interstate System, including extension thereof through urban 
areas, designated in accordance with the provisions of section 7 of the Federal- 
Aid Highway Act of 1944 (58 Stat. 888), * * *, 


BRIEF REPORT ON THE PROGRESS 


Mr. Chairman, noting first of all that this Government, with the 
enactment of the Federal-aid highway program in 1956, began one 
of the greatest public works internal projects ever attempted by 
any nation, and even though its planning and building has been 
underway for almost 3 years, the House Roads Subcommittee has not 
held any comprehensive hearings on the progress of the Federal-aid 
highway program since 1956. 

herefore the House of Representatives has had no opportunity 
to study in detail all of the important aspects of the progress of the 
building of the Interstate System such as standards, work in the 
urban areas, estimates of needs filed by the States in accordance with 
provisions of title I of the act of 1956. 
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In my opinion, Mr. Chairman, these are things that need our at- 
tention and need to be reviewed in detail by the proper body in this 
House now. 

Now may I cite from section 116, the act of 1956; concerning ac- 
celeration and completion and progress of the program: 

(a) ACCELERATION OF PROGRAM.—It is hereby declared to be in the national 
interest to accelerate the construction of the Federal-aid highway systems, ip- 
cluding the Interstate System, since many of such highways, or portions there- 
of, are in fact inadequate to meet the needs of local and interstate commerce, 
the national and the civil defense. 

(b) COMPLETION OF INTERSTATE SYSTEM: PROGRESS REPORT ON FDERAL-AIp 
Highway ProGRAM.—It is further declared that one of the most important ob- 
jectives of this act is the prompt completion of the Interstate System. Insofar 
as possible in consonance with this objective, existing highways located on an 
interstate route shall be used to the extent that such use is practicable, suita- 
ble, and feasible, it being the intent that local needs to the extent practica- 
ble, suitable, and feasible, shall be given equal consideration with the needs of 
interstate commerce. The Secretary of Commerce is hereby directed to sub- 
mit to the Congress not later than February 1, 1959, a report on the progress 
made in attaining the objectives set forth in this subsection and in subsection 
(a), together with recommendations. 

Now, Mr. Chairman, while I have great respect for the ability and 
capability of this committee, collectively and individually, it seems 
to me that the public works undertaking of the magnitude and vision 
in the act of 1956 is not a subject which can be adequately and ie 9 
erly reviewed in a matter of a few days, nor can the very difficult 
problems of adequate and equitable financing plans be resolved in 
the course of a few short days of hearings. 

I submit that the House of Representatives and its proper com- 
mittees have a responsibility to hold detailed and exhaustive hear- 
ings, as provided for in the section cited above. I further submit 
that such hearings can be much more productive of good results if 
they are now deferred until there is available for study and consid- 
eration the mass of information which is in the course of preparation 
as a result of certain sections of both title I and title Il of the act 
of 1956. For instance: ; 

(1) I would like to suggest that it is timely and could be very worth- 
while to know whether or not all of the extensions that we have 
granted are really justified and, if so, what priority should they now 
have, if any. 

(2) It would be very worthwhile to explore the possibility of build- 
ing only two lanes now, rather than four lanes, where the studies 
show that two lanes will handle the traffic load and then build the 
other two lanes when and if the traffic is justified. 

(3) Study the possibility of putting a priority on the number of 
interchanges in certain areas, which have proven to be very expensive, 
and determine whether or not some of these extravagant interchanges 
might not be postponed until a later date. 

4) Review the plans of the highways commissions in the various 
States to determine whether or not the proper emphasis is being 
placed on getting roads built between population centers or whether 
too much emphasis is being put on acquiring, planning and doing 
engineering work on roads through communities which obviously 
will be taking care of local traffic now rather than interstate traflic. 
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] want to say that I have a high regard for the highway commis- 
sions. 

(5) Review the total program and study the advantages of giving 
riority to sections of the highway that the studies indicate will have 
the greatest amount of traffic. 

(6) Study the possibility of amending certain phases of the Federal 
Bridge Act having to do with crossing interstate streams with a view 
of cutting down the cost of building adequate bridges. 

(7) I should like to point out that when legislation of this magni- 
tude and importance is passed, which is also in a sense pioneering 
and revolutionary, that it cannot be perfect. If it is, then the Mem- 
bers of the Congress have reached a state of perfection that has never 
been reached before, and I would like to point out further that at 
least some of its policies are or may be wrong or may be misinter- 
preted by State highway commissions or officials of the Federal Bu- 
reau of Roads. 

Therefore, I insist again that we should at least look at and study 
what has been done, and correct now the mistakes, if any, before many 
more millions of dollars are put into the system which we want to 
be not only the greatest system, but we want to be built at the very 
least cost to the taxpayer and in such a manner that sections of it 
can be used at a much earlier date than it now seems possible under 
the policies and programs adopted by the committee and by the 
State highway commissions with the apparent approval of the Fed- 
eral Bureau of Roads. 

It would, therefore, seem that the logical course to pursue now in 
order to keep this program going along the lines envisioned in the 
act of 1956 is to seek some interim solution to the immediate financ- 
ing problem; thus giving the Congress sufficient time to give this 
broad subject the study it deserves. I reiterate that I believe it is 
important for the members of the House Subcommittee on Roads 
to begin that study now. The Members of Congress and the people 
of this country have a right to know all of the facts and I know for 
certain that we are building an adequate system with the least pos- 
sible extravagance. 

Iam sure that certain parts of an exhaustive review can and should 
be conducted and much of it can be completed before the calendar 
year of 1961. It may be that an exhaustive review of the program 
itself, and progress to date, could be profitable studies after this ses- 
sion of the Congress adjourns; thus providing a detailed program 
review prior to the time when this Ways and Means Committee must 
seek a solution to the long-range financing problem and the many 
problems attendant thereto result from greatly increased costs for 
the system, as revealed by the cost estimated filed with the Congress 
in January 1958. 


GAS TAX 


I should like to comment at this time on the proposal which has 
been advanced to increase the Federal gasoline tax by 114 cents per 
gallon effective immediately and to continue through fiscal 1964. 

It seems to me that this proposal raises a very basic question of 
equity. Is it fair and proper to assess one category of taxpayer, 
namely the highway user, and to a great degree the passenger car 
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operator, with the full responsibility of meeting the financing problem 
which immediately confronts this committee, when we do not know 
what the proper proportion of cost responsibility for any particular 
category of highway really is? 

The level of gasoline taxes now being levied by the several States 
has been going up steadily and to now increase the Federal tax by 
114 cents per gallon would produce a national average tax—Federal 
and State—on gasoline of about 101% cents. 

Surely there should be some other means of dealing with the short- 
term problem at this time without what would appear to be a dispro- 
portionate increase in the taxes levied on a single group of taxpayers, 

It may well be that when the voluminous studies are available to 
Congress early in 1961 it will be found necessary, and in fact equitable, 
to assess additional highway-user taxes in order to get this job done, 
but I submit that this is not the time to take this sort of action. 
HIGHWAY BUILDING COSTS 
A big increase in the number of active contractors and an even 
reater rise in capacity make the 1959 highway market an arena of 
easy competition. Out of this arena the States are drawing huge 
savings in highway construction dollars. 

The reason: Price competition among contractors is bringing bar- 
gain prices to the highway bid tables. 

Contractor’s bids on Federal-aid highway projects have dropped 
after peaking out in the last quarter of 1957. Whereas bid prices rose 
during the first year and a half of the Interstate Highway construction 
program, which started in July 1956, they have dropped back to about 
the same as in the third quarter of 1956. The U.S. Bureau of Public 
Roads composite mile price index dipped to 167.6 in the first quarter 
of this year, based on average bid prices in the year 1925-29 as 100. 
The index is 2 percent under the record high set in the last quarter 
of 1957. 

More dramatic evidence of how competition is driving down bid 
prices comes from 11 State highway departments, which report their 
own bid price indexes to ENR each quarter. First quarter 1959 index 
figures are down from recent highs recorded for all of these States— 
as much as 32 percent. (See table below.) 

Productivity giveaway: Though this year’s highway and bridge 
awards got off to a mediocre start, ENR forecasts a new alltime high 
to top last year’s record by 10 percent. With this prospect of a rising 
market, it might seem that bid prices would steam upward and close 
some of the gap that has opened between bid prices and basic costs. 
While the BPR index was only three-tenths percent higher in the first 
quarter of this year than in the third quarter of 1956, basic costs 
climbed about 13 percent between September 1956 and this month, 
as measured by the ENR construction cost index. 

_ However, highway contractors held down their prices in the face of 
rising costs. by rising productivity. This has been accomplished by 
greater mechanization, by keeping crews and equipment working 
steadily and by moving them swiftly from job to job. But the big 
increase in the number of competitors and highway contracting capac- 


ity has forced contractors to keep profits low and. pass on the savings 
to their customers, the State highway department. 
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The CuarrMan. We thank you, sir, for bringing to the committee 
your views, particularly since you are a member of the subcommittee 
of the Public Works Committee which is involved in this problem, 

Mr. Mason ¢ 

Mr. Mason. On page 3, Mr. Schwengel, you gave six definite, 
specific recommendations that are excellent. 

Mr. Thank you. 

Mr. Mason. But they should go to the Public Roads Committee, the 
Public Works Committee, because we have nothing to do with the 
details of this road program, how it should be planned and all of those 
things. 

So I would advise that you submit those six special recommenda- 
tions, and they are good, excellent, to that committee, because we 
have no jurisdiction over that. All we have jurisdiction over is to 
try to find the money. 

Mr. Scuwencet. You are so right, Mr. Mason. TI have so indicated 
to the members of my committee, and I will again call this to their 
attention. 

The Cuatrrman. Thank you. We will now hear from our colleague, 
Hon. Charles O. Porter, from the State of Oregon. We are happy to 
welcome you, Mr. Porter. 


STATEMENT OF REPRESENTATIVE CHARLES 0. PORTER, OF 
OREGON 


Mr. Porter. Thank you, Mr. Chairman. 

Mr. Chairman, Oregon was one of the first States forced to suspend 
offers to bid on highway contracts this month when it became apparent 
that without congressional action the vast Federal aid highway con- 
struction program was coasting to a full stop. Why did this happen? 
Because available Federal funds are insufficient. 

This situation has stalled construction of the major freeway project— 
Highway 99—which runs through the length of my district. It has 
put hundreds of workers and businessmen, especially contractors, into 
serious difficulty and may mean real financial hardship unless the 
Federal highway program is resumed. 

I have received a wire from Mr. J, R, Wininger, president of the 


big construction firm of Warren Northwest, Inc., of Portland, Oreg. 
It reads as follows: 


At present time we have approximately 500 employees spread out through the 
State of Oregon engaged in highway road construction. We will be forced to 
terminate the employment of practically all of these employees unless the 
Federal highway program is quickly gotten underway again. Our company and 
our employees will deeply appreciate any action you may take to speed up the 


Federal highway program. 

Now what happens when the freeway is stalled, as it has been in 
my district? It means that paving is canceled, bridges cannot be built, 
construction of railroad overcrossings must halt. It means, according 
to a spokesman at the Oregon State Highway Commission, that a 
total of about 20 structures between Albany and Eugene will be held 
up by the bid opening postponements. It means that construction 
crews may be able to work on grading, but without structures such as 
overpasses the freeway will be only partially completed. 


‘ It means that payments on equipment loans can’t be made to the 
anks. 
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I wish I could bring before you the persons who have contacted 
me. Mr. James B. Bledsoe, executive secretary of the Portland Coast 
Columbia District Council of Lumber and Sawmill Workers, has 
asked that some way be found to continue the financing of the Federal 
highway construction program before this Congress adjourns. I cer- 
tainly agree. 

It has been proposed that to implement this fine national program 
an increase in the Federal gasoline tax may be necessary. I am reluc- 
tant to see these taxes increased. However, if this committee find 
such a move necessary, I hope this sort of legislation will reach the 
floor as soon as possible for favorable action. 

We all are aware of the tax burden we share at this time. But I 
fee] that no one wishes to impede a program which is so vital to our 
State and national welfare. 

As Oregon’s road construction program is postponed because of the 
lack of Federal matching funds so are the programs in other States. 
Perhaps not right now, because I understand my State is ahead of 
most others in its programing. But what has happened in Oregon 
will be repeated unless the Congress takes measures to solve the 
problem. 

We strive to have full employment. Yet this situation is making 
idle large segments of the construction industry. If the valuable 
summer months are lost we can expect higher costs during the rain and 
snow of winter months. Let us build during optimum conditions— 
right now. 

Throughout the Fourth Congressional District, which I have the 
honor to represent, men and women look toward Congress for leader- 
ship in correcting this problem. One editor in my district, Chales V. 
Stanton of the Roseburg News-Review, has stated : 

It is my own theory that the motorist more than saves the cost of good high- 
ways by lowered gasoline use, wear and tear on his vehicle, reduction in time and 
other savings. Thereby he can well afford the small tax involved in a pay-as-you- 
go proposal. 

I know that views on this subject cover the entire spectrum. ‘There 
is no single solution. However, I do advocate that this committee 
take steps to solve a problem which can be injurious to our national 
welfare. Our highway system is of vital importance. Its construc- 
tion should be continued immediately. 

Mr. Chairman, I thank you for the opportunity of presenting my 
views to your committee. 

The Carman. Thank you, Mr. Porter, for coming to us and giving 
us your views on this subject. 

Mr. Porter. Thank you, Mr. Chairman. 

The Cuarrman. We will now hear from our colleague, the Honor- 
able Daniel B. Brewster from the State of Maryland. We are happy 
to welcome you, Mr. Brewster. 


STATEMENT OF REPRESENTATIVE DANIEL B. BREWSTER, OF 
MARYLAND 


Mr. Brewster. Thank you, Mr. Chairman. 
Mr. Chairman and members of the Ways and Means Committee, I 
appear before you today to protest the diversion of Federal auto- 
motive excises paid by the motorists, but which now go to the general 
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fund. It is my understanding from a hurried study of the Fed- 
eral automotive tax field that all the revenue from the 10-percent 
Federal automotive excise tax; the 8 percent tax on accessories and 
parts; and, one-half of the 10 percent levy on trucks and buses go into 
the general fund and not into the highway trust fund. 

Diversion of motor vehicle revenue has always been the greatest 
threat to a successful highway program. In my State of Maryland, 
during the depression, huge sums of motor vehicle revenue were di- 
verted to the general fund, and as a result the construction and re- 
construction of our highways came almost to a complete halt. But 
diversion of motor vehicle revenue was stopped in Maryland, and 
thus we were able to embark on an ambitious highway improvement 
program. 

As a member of the House of Delegates of the General Assembly 
of Maryland, it was my privilege to vote for a constitutional amend- 
ment dedicating all automotive excise taxes to highways. I am told 
that 27 States now have such a provision in their constitutions. 

It is my understanding that the motorists of this country last year 
paid $3.6 billion in Federal automotive excise taxes. But only $2.1 
billion went into the highway trust fund, $1.5 billion going into the 
general fund. Thus, if the Federal Government would stop its prac- 
tice of diversion of Federal automotive excise taxes, the financial 
— confronting the Ways and Means Committee of funds for 
uighways would be solved. 

The CHarrman. Thank you, Mr. Brewster, for coming to us and 
giving us your views on this subject. 

Mr. Brewster. Thank you, Mr. Chairman. 

The CxHarrman. We will now hear from our colleague, the Hon- 
orable Thomas F. Johnson, from the State of Maryland. We are 
happy to welcome you, Mr. Johnson. 


STATEMENT OF REPRESENTATIVE THOMAS F. JOHNSON, OF 
MARYLAND 


Mr. Jonnson. Thank you, Mr. Chairman. 

Mr. Chairman, as representative from the First District of the 
State of Maryland, I wish to protest the proposal to increase the 
Federal gasoline tax from 3 to 41% cents. 

Historically, the gasoline tax was first levied in 1919 in the State 
of Oregon. Not until 1932 did the Federal Government enter this tax 
field when it levied a 1-cent tax to meet an emergency. When the tax 
was increased because of wartime conditions, these increases were con- 
sidered temporary and when the emergency passed, it was expected 
that they would be reduced. Then the Highway Act of 1956 made 
them permanent. Now we are confronted with a 50 percent increase in 
the rate to finance the Interstate Highway System. 

The First Congressional District of Maryland that I have the 
honor to represent consists of nine counties on the Eastern Shore of 
Maryland. But in eight of those nine counties, there is not a single 
inch of the Interstate System. Nevertheless, the highway users in 
those counties would pay the 414 cents Federal tax without any bene- 
fits whatsoever. 
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The district I represent is largely agricultural. Gasoline taxes are 
areal burden to the farmers who must truck their produce to markets 
and represents a substantial part of the expenses of farming. Also, 
the farmer who must truck his produce to the market 100 miles nec- 
essarily pays gasoline taxes in an amount 10 times more than the 
farmer who is only 10 miles from the market. 

Many of my constituents earn their living along the great Chesa- 
peake Bay by furnishing watercraft to fishing parties. In this instant 
also, the Federal gasoline taxes paid by this group of hard-working 
people represents a substantial sum of money. And to increase this 
burden by 50 percent means that you are reducing their lean profits. 

In conclusion, I wish to reiterate my opposition to an increase of 
50 percent in the Federal gasoline tax. 

The Caamman. Thank you, Mr. Johnson, for coming to us and 
giving us you views on this subject. 

Mr. Jounson. Thank you, Mr. Chairman. 

The Cuatrman. We will now hear from our colleague, the Honor- 
able Frank Kowalski, from the State of Connecticut. We are happy 
to welcome you, Mr. Kowalski. 


STATEMENT BY REPRESENTATIVE FRANK KOWALSKI, OF 
CONNECTICUT 


Mr. Kowatsxkr. Thank you, Mr. Chairman. 
Mr. Chairman and members of the committee; I am strongly op- 
osed to the President’s recommendation for a 50-percent increase 
inthe Federal gasoline tax. 

Such an increase cannot be justified while 42 cents out of every 
automotive tax dollar collected by the Federal Government is di- 
verted to nonhighway purposes. 

In the year 1957 the Federal Government collected $51.8 million in 
automotive taxes from Connecticut highway users. An increase of 
even 1 cent a gallon in the Federal tax, one-half cent less than pro- 
posed by the President, would cost the people of my State an addi- 
tional $7.6 million a year. 

Highway users in the United States are paying an average State 
tax of 6 cents per gallon in addition to the present Federal levy of 
8 cents. This amounts to a 41 percent sales tax on every gallon of 
gasoline. The average State tax plus the Federal tax means a 90- 
cent tax on every 10 gallons of gasoline purchased. 

If Congress allows continued diversion of automotive taxes and 
a the entire responsibility for the highway program on the gaso- 
ine tax, it will be necessary by 1963 to have a Federal gasoline tax 
of 7 cents a gallon. This, added to the average State tax, would 
mean a combined national tax of 13 cents a gallon—which would 
amount to 113 percent of the refinery price, 78 percent of the tank 
wagon price, and 59 percent of the average retail price. 

The Cuarrman. Thank you, Mr. Kowalski, for coming to us and 
giving us your views on this subject. 

Mr. Kowatskt. Thank you, Mr. Chairman. 

The CuatrMan. We will now hear from our colleague, the Honor- 
able Donald F. McGinley, from the State of Nebraska. We are happy 


to welcome you, Mr. McGinley. 


Fed- j 
‘cent 
and 
into 
itest 
eg 
und, 
 di- 
But 
and per: 
nd- 
told 
32.1 
"ac- 
“jal 
for 
ind 
he 
ax 
ed 
in 
of 
le om 
In 


278 HIGHWAY FINANCING PROGRAM 


STATEMENT OF REPRESENTATIVE DONALD F. McGINLEY, OF 
NEBRASKA 


Mr. McGrintey. Thank you, Mr. Chairman. 

Mr. Chairman, the problems incident to the financing of the Federal 
highway program are of dual importance to me: First, as a Member 
of the House of Representatives, we must find the solution and, second, 
because my State of Nebraska is embarking on a 400-mile sector of 
interstate highway construction. 

I think that at the outset it would be well to set some guidelines 
inside of which, in my thinking, the problem areas lie and the answers 
are to be found. 

(1) While a pay-as-you-go amendment was added to the Federal 
highway program act, I do not believe that the committee, as this pro- 
gram was first visualized, thought that this was of paramount consider- 
ation. The fact that, because of economic conditions, this provision 
was set aside is reason enough to allow this legislative body to consider 
an answer to the present problem without inflexible restraint by this 
provision. As a matter of fact, the deviation from this principle dur- 
ing the time of recent economic crisis has created much of the present 
situation and further departure should only be considered a part of the 
original action. 

(2) The suggestion of obtaining a greater percentage of the excise 
taxes collected from automobiles and accessories is, to me, an indirect 
method of taking the necessary moneys from the general fund. This 
is because the void of revenues, which are now being used to finance 
programs, caused by diverting of these funds would necessitate these 

rograms to go to the only other source available—that is, the general 
und. 

Taking these two areas into consideration, I feel that the most logi- 
cal method of making up the deficits in the Federal highway program 
fund is to go directly to the general fund. 

Two other points I think should be made here. One is a local situa- 
tion with me and the other, a general statement which I would classify 
an axiom of the times. 

The general statement is that the road program must be advanced 
at its originally planned pace both because of the need and because 
of the false economy that would result in delay. Costs continue to rise 
which would alone result in eventual higher cost of road construction 
if delayed. The energies of many State highway departments have 
been channeled into the Federal highway program planning and staffs 
and work schedules are based on the presumption that this program 
will advance as proposed. 

The local situation as regards Nebraska is that gasoline tax has been 
used as a primary source of revenue and that further increase would 
meet with serious opposition within the State. Nebraska now has 7 
cents of State gasoline tax. 

The idea of pay as you go is commendable but is worthy only as far 
as it is workable. Beyond that it must not become a sacred cow. 

The second idea that highway costs should be financed by direct use 
tax is fine up toa point. But the obvious benefits to be derived both on 
a primary and secondary level would justify—if not demand—other 
financial aid. I refer here to the use of the Federal highway system 
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for defense. In Nebraska, for example, the interstate highway is ex- 

ted to increase traffic across the State 70 percent or more. Cer- 
tainly the direct benefits to restaurants, hotels, and motels, in addition 
to service stations, will be a factor. Perhaps this added transportation 
facility will permit location of additional industry in our State and 
generally result in higher property values. 

The safety factor of modern, controlled access highways to accom- 
modate people who will be traveling could certainly be estimated in 
terms of saved lives, heartaches, and material expenses. 

In conclusion, I cannot encourage this committee too strongly to take 
whatever steps it must to keep this highway program going. I know 
that the chairman and his committee possess the ability and courage 
to develop a workable solution to this present problem. 

The Cuarrman. Thank you, Mr. McGinley for coming to us and 
giving us your views on this subject. 

Mr. McGinuey. Thank you, Mr. Chairman. 

The Cuamman. We will now hear from our colleague, the Honor- 
able Thomas G. Morris, from the State of New Mexico. We are happy 
to welcome you, Mr. Morris. 


STATEMENT OF REPRESENTATIVE THOMAS G. MORRIS, OF 
NEW MEXICO 


Mr. Morris. Thank you, Mr. Chairman. 
It is a pleasure to appear before this committee to present my views 
on possible methods of olstering the financial resources of the Federal 
highway trust fund. 

Since the initiation of the current Interstate Highway program 
3 years ago, we have seen tremendous strides in financing and con- 
struction of various segments of our proposed 41,000 miles of highway 
network. This advanced system of highways will reduce the grave 
toll of lives taken on many of our present death-ridden highways. The 
statistics on the minimization of the death rate on controlled-access 
highways has indeed been impressive. To use a geographically close 
illustration, safety reports show that the Shirley Highway in Virginia 
has a fatality rate of 0.8 deaths per 100 million vehicle-miles as com- 
ew with a death rate of 10.6 on parallel U.S. No. 1. Other modern 

ighways such as the Baltimore-Washington Parkway-Expressway 
and others have similarly fine records as compared to older roads from 
which they have diverted most through traffic. It has been conserva- 
tively estimated that the Interstate Highway System will result in 
reductions of $1.4 billion in annual highway accident costs. The cur- 
rent highway program also continues Federal aid for the long-sup- 
ported program of construction and improvement of primary, sec- 
ondary, and urban roads. 

As to the financial benefits already being derived by individuals 
and businesses as a result of the current highway program, we will 
not have a complete picture until 1961. At that time the U.S. De- 
partment of Commerce is required to present to Congress a report 
which will include comprehensive information on direct and indirect 
beneficiaries of the program. We do, however, already know that 
the program has induced a high level of activity in many industries 
such as the roadbuilding machine industry and suppliers of roadbuild- 
ing materials, only to mention a few. 
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It is unfortunate that now we face a curtailment of this highway 
program, which thus far has been highly successful, unless we find 
adequate funds for financing the program during the fiscal years 
1960-62. Under section 209(g) of the Highway Revenue Act of 1956, 
which is often referred to as the Byrd amendment, the full amounts 
authorized to be appropriated for the highway program cannot be 
apportioned to the States if the estimated revenues accruing to the 
highway trust fund will not be sufficient to defray required expendi- 
tures from the fund. The 1958 act suspended this provision for the 
1959 and 1960 fiscal year apportionments in order that the interstate 
program could progress as scheduled. Primarily as a result of this 
action the highway trust fund will have an estimated deficit in the 
fiscal years 1960-62, and no apportionments for fiscal year 1961 may 
be made. For 1962 only $500 million can be apportioned. 

The problem that we face is that many of the States have already 
obligated a large share of the 1960 funds which have been allocated 
to them and unless allocations for 1961 are forthcoming many of these 
States will find it necessary to retrench their roadbuilding programs. 
In his statement before the House Appropriations Committee, Mr. 
Tallamy, the Federal Highway Administrator, presented information 
showing that as of March 31, 1959, 18 States were already using 1960 
funds under the interstate program. For example, Ohio had used 
98 percent of their allocated funds for 1960; California, 52 percent; 
Florida, 43 percent; and soon. My own State, New Mexico, has obli- 
gated 33 percent of its interstate apportionment for 1960. The same 
general situation exists under the primary, secondary, and urban 
programs, which are also financed by the highway trust fund. 

The immediate problem facing the Congress is determining how 
we can avoid the estimated deficits in the highway trust fund for fiscal 
years 1960-62. My primary purpose today, therefore, is to propose a 
solution to this problem. The proposals are simple. I will outline 
them. 

First of all, although the taxes imposed on commodities consumed 
or used by highway users make up the trust funds which finance the 
highway program, there are certain other highway user taxes which 
go into the general fund of the Treasury rather than earmarked for 
the highway program. I refer particularly to the 10-percent manu- 
facturers’ excise tax on passenger automobiles. The only part of the 
tax on automotive vehicles (which includes the taxation of passenger 
automobiles) that goes into the highway trust fund is 50 percent of 
the taxes collected on trucks, buses, and similar vehicles. In fiscal 
year 1958 the tax on automotive vehicles, parts, and accessories 
amounted to over $1.5 billion while the amount transferred to the 
trust fund (which represented the tax on trucks, and so forth) was only 
$110.5 million. The difference is quite a substantial amount, especially 
when we realize that the entire amount of taxes transferred (less re- 
pa in fiscal year 1958 represented only a little in excess of $2 

illion. 

Second, on February 24, 1959, I introduced H.R. 4942 proposing an 
additional tax upon imports of petroleum with the proceeds to be 
deposited into the highway trust fund. Such legislation would pro- 
vide the necessary finances for the trust fund as well as some measure 
of protection to the petroleum industry which has suffered a tremen- 
dous decrease in domestic exploration and development for the third 
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consecutive year. In case of an emergency, our Nation will need all 
ssible domestic sources of petroleum and I feel we must see that 

exploration continues at a high rate for the national welfare. Thus, 

enactment of this legislation would serve this twofold purpose. 

The receipts of the trust fund could be reinforced also by eliminating 
the preferential tax relief to dividend recipients and using the reve- 
nues Which would result from full taxation of dividends for the high- 
way program. If we are going to deprive the general fund of these 
revenues anyway, it would be far better to remove preferential treat- 
ment in favor of a few and use the revenues for purposes which will 
directly or indirectly benefit virtually everyone. 

I know of no recent official estiamte on how much revenue loss results 
from the provision which allows the dividend recipient to exclude the 
first $50 of dividends received ($100 on a joint return if the husband 
and wife each receive at least $50). However, I am certain that it 
exceeds the $46 million loss estimated for fiscal year 1955 when the 
provision was first enacted. The law also allows a tax credit equal to 
4 percent of dividends received in excess of the excludable amount. 
According to the latest data published by the Internal Revenue Serv- 
ice, taxpayers who filed taxable returns were allowed tax credits 
amounting to $282 million in 1956. Taxpayers having incomes of over 
$25,000 received 58 percent of these tax credits, although they repre- 
sented only 1 percent of taxable returns in that year. Taxpayers with 
other $100,000 represented only five one-hundredths of 1 percent of 
taxable returns in 1956, but received 20 percent of the tax credits in 
that year. 

My last proposal does not affect tax revenues but consists of borrow- 
ing through issuance of securities which would be paid off with trust 
fund tax receipts. Although proposals have been made to borrow from 
the general fund, I think it is preferable that borrowingebe accom- 
plished through the trust fund itself. Perhaps a Federal highway 
authority could be set up for a temporary period and issue short-term 
revenue bonds in the name of the highway trust fund. These bor- 
rowed funds could be used to offset the temporary deficits between 
revenues and expenditures of the trust fund, and the bonds could be 
retired later during the program when revenues are in excess of 
expenditures. 

I have attempted today to provide a brief setting to the financing 
problem of our highway building program, the need for the program, 
and what we stand to lose if we curtail the program at this time. I 
have also offered four proposals whereby we can overcome our tem- 
porary problem of financing the program. It is my earnest desire that 
the committee give full consideration to these proposals because a 
large segment of our economy, including my own State of New Mexico, 
depends on the continuance of the program at the same rate as it has 
progressed thus far. An irreparable loss can be suffered from inac- 
tion on this needed legislation. 

Thank you. 

The Cuarrman. Thank you, Mr. Morris, for coming to us and giving 
us your views on this subject. 

Mr. Morris. Thank you, Mr. Chairman. 

The CuatrMan. We will now hear from our colleague, the Honorable 
George E. Shipley, from the State of Illinois. We are happy to wel- 
come you, Mr. Shipley. 
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STATEMENT OF REPRESENTATIVE GEORGE E. SHIPLEY, OF 
ILLINOIS 
i 


Mr. Suretey. Mr. Chairman, I want to thank you for this oppor- 
tunity to appear before you this morning in opposition to an increase 
in the Federal gasoline tax. 

The administration has proposed a 114-cent increase in Federal taxes 
on gasoline, which represents an increase of 50 percent, making the 
total Federal excise tax 414% cents per gallon, as the only method of 
continuing the vital interstate and defense highway construction pro- 
gram. ‘The Federal-Aid Highway Act of 1956 provided for estab- 
lishment of a highway trust fund to finance the construction program. 
Highways were to be built through user taxes deposited to the trust 
fund so the program would be paid for by the end of the construction 
period. Iam firmly convinced that there are alternatives in handling 
the current difficulties in connection with the trust fund and that 
adding to the burden carried by the American motorist is the worst 
possibel solution. Should the interstate and defense highway con- 
struction be brought to a halt because Congress does not levy increased 
taxes on gasoline, the responsibility for losses incurred by stopping the 
program must clearly rest with the President and his administration. 

An economic factor involved in consideration of a gasoline tax in- 
crease is that about 88 percent of the foreign motorcar purchases made 
by Americans are because of gasoline economy. Increase in cost of 
gasoline will tend to increase the trend to foreign car purchases with 
loss of manufacturing in American industry. 

An increase in gasoline taxes, making automotive fuel more costly, 
would also discourage highway travel, and adversely affect many small 
businesses dependent on serving the motoring public. The reduced 
gasoline e@onsumption resulting from increased cost would reduce 
State revenues and further impair adequate financing of highway re- 
quirements by the States. The existing gasoline tax is far out of line 
with taxes on comparable products, amounting to 38 percent, whereas 
luxury taxes are about one-fourth as much. ~ 

Increase in gasoline taxes and consequent higher cost of motor ve- 
hicle fuel would add to the cost of nearly every consumer item. Par- 
ticularly important would be the increase in the cost of moving farm 
products from farm to market since nearly all of them move by truck. 

Taxes on gasoline and oil, plus other excise taxes levied on motor ve- 
hicles, tires, parts, et cetera, constitute a heavy toll on the driving pub- 
lic. A further inequity of these taxes is that a very considerable 

ortion of the revenues are diverted to uses other than for highways. 
Tonies revenues from passenger automobiles alone are over $1.2 billion 
annually. The motoring public is not getting what it pays for in gaso- 
line and oil taxes, and diversion of these moneys forces them to pay 
more than their share of General Government expenses. The tax 
increase would be unnecessary if the 42 percent of the Federal excise 
diverted were deposited to the highway fund. In the past 2 years $2.9 
billion Federal highway-use tax revenue has been diverted from high- 
ways to other uses. In the next 12 years an estimated $14.5 billion 
will be diverted unless the practice is discontinued. A total of $3.3 
billion revenue was collected in these taxes in 1958 and $1.2 billion 
diverted to other than highway use. 
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Federal aid to highways was provided on the basis that an adequate 
highway system is necessary for the national and civil defense, and 
for the general well-being of the economy. Approximately half the 
automobiles are owned by families with less than a $5,000 annual in- 
come. Most of these automobiles are a necessity, without which it 
would not be possible to get to and from work, and also fill other vital 
transportation needs. 

I also call your attention to the fact that the highway trust fund, 
set up under the act, has been obligated to pay for two large programs 
which were not a part of the planned program, about $2 billion for 
construction committed prior to the act of 1956, and to pay for the anti- 
recession measure of the 1958 act. 

Highway users will pay excise taxes totaling some $74 billion over 
the life of the highway program and only part of these funds are now 
allocated to the highway trust fund. No further burden should be 
placed on the highway users who are already financing the program. 

I repeat, increasing the tax on gasoline is not the only solution to the 
problem of financing the Interstate and Defense Highway program; 
it is the most undesirable solution at the present time. 

The CuHatrman. Thank you, Mr. Shipley, for coming to us and 
giving us your views on this subject. 

Mr. Suretey. Thank you, Mr. Chairman. 

The Cuairman. At this point I include in the record in accordance 
with the request of our colleague, the Honorable Howard W. Smith, of 
Virginia, a communication from Mr. Douglas E. Quarles, Jr., of 
Fredericksburg, Va. 

(The communication referred to follows :) 


QUARLES PETROLEUM, INC., 
Fredericksburg, Va., July 20, 1959. 
Subject gasoline tax increase. 
Hon. Howarp W. SMITH, 
Representative of Virginia, House Office Building, 
Washington, D.C. 

DeaR Str: My feeling is that we should not increase the Federal gasoline tax 
until the whole 3 cents tax is set aside for highway use only, and it is found to be 
insufficient. 

Should my small request go unheeded, then please provide that the provisions 
of the Harrison bill (H.R. 101) which changes the level of imposing tax to the 
wholesale distributor level be incorporated. 

Please have this letter put into the record of the hearings on the above subject. 


Very truly yours, 
E. QUARLES, Jr., 
President. 


Mr. Hertone. Mr. Chairman, I have received a communication 
from the J. H. Williams Oil Co., of Tampa, Fla., with respect to 
the subject of our hearings here today. I wr unanimous consent that 
this communication be made a part of the official record. 

The CHarrMan. Without objection, it is so ordered. 

(The communication referred to follows :) 

J. H. WirrrraMs Ort Co., Inc., 
Tampa, Fla., July 21, 1959. 
Congressman A, S. Hertone, IJr., 
House Office Building, Washington, D.C. 
Dear Syp: I understand hearings are scheduled to begin on July 22, on 


increasing the Federal tax on gasoline and diesel fuels, with this additional 
revenue to provide the necessary financing of deficits in the Federal highway 


| 
— 
tere 
aa 
. 
ites 


284 HIGHWAY FINANCING PROGRAM 


program. Those of us making our livelihood in the oil industry are extremely 
fearful of increased taxes on petroleum products, as we feel they are taxed to 
the fullest extent at the present time. 

It appears on the surface that in all levels of government, from city and county 
through the State and Federal, a constant effort is being made to increase taxes 
on the petroleum products to offset deficit spending. In 1957, it is very cop. 
servatively estimated, the tax burden on the petroleum industry and its products 
amounted to $6,700 million. This figure does not include many hidden taxes 
that could not be traced, nor does it include the individual income taxes and 
the many other taxes paid by members of our industry. The 1957 petroleum. 
tax bill exceeded the total tax receipts of the Federal Government for any year 
up to World War II. The petroleum-tax bill for this particular year amounted 
to 72 percent of the price of crude oil at the well and, in addition, to 47 percent 
of the wholesale value of the finished petroleum products refined and processed 
in the United States. 

The Federal gasoline tax when totaled, at the present time, generates approxi- 
mately 80 percent of the funds used to finance the national highway program. 
In addition thereto, the State governments lean heavily on their own gasoline 
taxes to supply the bulk of their highway funds. As a result, the national 
average combined State and Federal tax on a gallon of gasoline amounts to & 
percent of the refinery price, 54 percent of the tank-wagon price (wholesale) 
and 41 to 50 percent of the retail price. 

We believe, as outlined above, Federal taxes on gasoline and diesel fuel are at 
a maximum, but in the event an increase is imperative, we would appreciate 
your assisting in the provisions of the Harrison bill (H.R. 101), which would 
change the level of imposing the gasoline tax from the time of sale by the manv- 
facture, to the time of sale by the wholesale distributor. 

We will appreciate your assistance in defeating the proposed legislation to 
increase present taxes on gasoline and diesel and would like to request that 
my letter be included in the record of the hearings on this issue. With highest 
personal regards, I remain, 

Very truly yours, 


(Signed) J. H. 
(Typed) J. H. Jr. 

(The above communication was also received by the Honorable 
Spessard L. Holland, Senator from Florida, and the Honorable Paul 
G. Rogers, Congressman from the Sixth District of Florida, and for- 
warded for inclusion in the record. The Honorable Richard M. 
Simpson, of Pennsylvania, also received this communication from 
Congressman William C. Cramer, of Florida, for inclusion in the 
record. ) 

Mr. Curtis. Mr. Chairman. 

The Cuatrman. Mr. Curtis is recognized. 

Mr. Curtis. I have received a statement on behalf of the Automobile 
Club of Missouri and its special highway committee. I have also 
received letters from Mr. Walter Hamburg of the Milton Oil Co., St. 
Louis, Mo., and from Mr. Jack Webster of the Webster Oil & Gas 
Co., Springfield, Mo. The import of these communications is in 
opposition to a proposed increase in the Federal excise on gasoline. 
I ask unanimous consent that these documents be included in the 
printed record of these hearings. 

The CuHarrMan. Without objection it is so ordered. 

(The statements are as follows:) 


STATEMENT ON BEHALF OF THE AUTOMOBILE CLUB OF MISSOURI AND THE 
SpeciaL Highway COMMITTEE 


The Automobile Club of Missouri apreciates the opportunity to present 
its comments and recommendations to the House of Representatives Committee on 
Ways and Means in connection with the committee’s hearings on the financial 
aspects of the national highway program. The Automobile Club of Missouri 
has given strong support to the prgoram as provided by the Federal Highway 
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Acts of 1956 and 1958. We are convinced that the motorists of this Nation, 
paving had a taste of the convenience, comfort, economy, and safety of these 
highways, want more of them as soon as it is practicable to build them. We 
therefore Support the continuation of the national highway program in accord- 
ance With the schedule provided in the Federal Highway Acts of 1956 and 1958. 

It is our belief that the motorists of this Nation would express great alarm 
if Congress should fail to provide for apportionments for the Interstate System 
during the fiscal years 1961 and 1962. Public confidence in the national program 
isat a high level, and would be severely shaken by any slowdown or stoppage 
fits construction. 

Rex M. Whitton, chief engineer of the Missouri State Highway Department, 
has stated: “‘Unless Congress does something about Federal highway financing 
at this session, we will be compelled to discontinue road lettings immediately, 
and further it is possible that our own State finances will be inadequate to carry 
n the work now under contract. This is indeed a very critical financial 
situation.” 

We recommend the authorization of short-term revenue bonds to provide the 
necessary funds for the highway trust fund to keep the Federal highway program 
on schedule for the fiscal years 1961 and 1962, such as would be provided by 
Senator Francis Case’s Senate Joint Resolution 109. These bonds should pro- 
vide for financing the anticipated deficits for the fiscal years 1961 and 1962 
only, and should not be used for the long-range financing of the national highway 

rogram. 
a considering the means of providing interim financing for the national high- 
way program, we would like to point out that the Federal Highway Act of 1956 
provides for the section 210 study of highway-cost responsibilities. This study 
isnow being made and will be presented to Congress in 1961. 

Until the completion and presentation to Congress of the section 210 study, 
which will take into consideration the cost responsibility of all beneficiaries of 
the highway program, it is recommended that no changes be made in the taxes 
to be credited to the highway trust fund. At that time a comprehensive and 
equitable basis for reallocation of the long-range burden for the Federal road 
program can be determined and enacted. 

The Automobile Club is, therefore, unalterably opposed to any increase at 
this time in the Federal motor-fuel tax. Such a tax increase in advance of the 
presentation of the section 210 study would place another huge unjustified tax 
burden on the already highly taxed highway users. 


GEoRGE P, MARSH, 
President, Automobile Club of Missouri. 


MEMBERS OF THE SPECIAL HIGHWAY COMMITTEE, AUTOMOBILE CLUB OF MISSOURI 


Chairman: Robert B. Brooks, St. Louis, Vice Chairman: Will W. Johnson, 


Mo. Springfield, Mo. 
George M. Berry, St. Louis, Mo. W. W. Martin, St. Louis, Mo. 
Paul E. Conrades, St. Louis, Mo. Robert W. May, Clayton, Mo. 
Lewis Ellis, Kansas City, Mo. L. C. Sherrill, St. Louis, Mo. 
L. W. Heimreich, Jefferson City, Mo. Lee R. Smith, Joplin, Mo. 
Kenneth B. Kruel, Washington, Mo. Hon. Lloyd C. Stark, Eolia, Mo. 
John M. Landon, Kansas City, Mo. N. T. Veatch, Kansas City, Mo. 


Charles Manassa, St. Louis, Mo, 


Mitton Or Co., 
St. Louis, Mo., July 21, 1959. 


Congressman THOMAS B. CuRTIS, 
House Office Building, Washington, D.C. 

DEAR CONGRESSMAN CuRTIS: We wish to express our opposition to any in- 
crease in the Federal tax on gasoline. We want our letter to be included in the 
record of the hearings on this issue. 

We feel that the amount of taxes on a Federal, State, and local level are 
already so great that they are affecting the volume of sales in our product. 
We feel that a further increase in taxes might well produce less revenue because 
of the drop in volume that might be entailed. 

If, however, there must be a nominal increase in Federal tax on gasoline, 
we will certainly appreciate that at long last a bill, such as the Harrison bill 
(H.R. 101), may be passed as an amendment to the tax bill. The Harrison bill 


ely 
| a) ds 
nty 
Kes 
Ol- 
cts 
ind 
Xi- 
m. ay 
2a] 
80 
at 
ite 
ld 
to 
at 
st 
le 
le 
ULE 
0 
$ _ 
~ 


286 HIGHWAY FINANCING PROGRAM 


will change the level of imposition of the gasoline tax from the time of sal 
by the manufacturer to the time of sale by the wholesale distributor. Our con. 
pany, as well as our national organization, National Oil Jobbers Council, has 
for many years been in support of this action. 

Yours very truly, 


WALTER HAMBURG. 


Wesster O11 & GAs Co., 
Springfield, Mo., July 21, 1959, 
Mr. THoMAS B. CuRTIS, 

House Office Building, Washington, D.C. 

Dear Tom: Our people are rightfully opposed to any further increase in the 
Federal gasoline tax. We are already overburdened and further increases are 
being sought at every political subdivision level. 

However, if our objection to a gasoline tax increase is ignored—H.R. 101 or 
H.R. 7047 (changing the level of collection of Federal gasoline tax from sup 
plier to jobber) should, without fail, be made a part of any bill increasing the 
Federal gasoline tax. 

Trusting in your judgment and cooperation, I am, 

Sincerely yours, 
JACK WEBSTER. 

P.S.—Please include this letter in the record of the hearings of this issue. 
IW. 


Mr. Curtis. Requests were also received from the Honorable Stuart 
Symington, U.S. Senator from Missouri, the Honorable Leonor K. 
Sullivan, the Member of Congress from the Third District of Mis- 
souri, that all or part of the above statements be included in the formal 
record of the hearings; requests were also received to the same effect 
directly from the Automobile Club of Missouri, and from the Ameri- 
can Automobile Association in behalf of the Automobile Club of 
Missouri. 

Mr. Srupson. Mr. Chairman, I ask unanimous consent to include a 
communication received by me from the Lewis Oil Co. of Port Wash- 
ington, N.Y., in the record of these hearings. 

The CuarrmMan. Without objection, it is so ordered. 

(The communication referred to follows :) 

Port WASHINGTON, N.Y., July 17, 1959. 
Hon. RicHarp M. Stmpson, 
House of Representatives, Washington, D.C. 

Deak Mr. Simpson: I understand that on July 22 hearings will begin on the 

means to provide financing of deficits in the Federal highway program. Evi- 


dently it is planned, among other methods to increase fuel taxes even though on 
a temporary basis. 


This letter is to record with you my objection to any such increase and I 
would like to have it recorded in the hearings on this issue. If, in spite of my 
objections, the Federal tax is increased then it is imperative that the bill pro- 
viding for such increases include the provisions of the Harrison bill (H.R. 101) 
which would change the level of imposing the gasoline tax from the time of sale 
by the manufacturer to the time of sale by the wholesale distributor. 


I shall, with many others, hope for your favorable consideration of these 
objections. 


Sincerely, 


Harvey W. Lewis, 
President, Lewis Oil Co., Inc. 


The Cuarrman. Our next witness is Mr. Bartelsmeyer. 
Mr. Bartelsmeyer, for the purpose of this record, will you identify 


yourself by giving us your full name, address, and the capacity in 
which you appear. 
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STATEMENT OF R. R. BARTELSMEYER, PRESIDENT OF AMERICAN 
ASSOCIATION OF STATE HIGHWAY OFFICIALS; ACCOMPANIED BY 
A. E. JOHNSON, EXECUTIVE SECRETARY, AMERICAN ASSOCIA- 
TION OF STATE HIGHWAY OFFICIALS 


Mr. Barrersmeyer. Mr. Chairman and members of the committee, 
my name is R. R. Bartelsmeyer, chief engineer of the Illinois State 
Highway Department, and I have the privilege of appearing before 
you today as the 47th president of the American Association of State 
Highway Officials. In my appearance, I am representing the several 
State highway departments of this Nation. 

This is the first time we have been privileged to appear before your 
committee, and we welcome the opportunity of bringing you the high- 
way Viewpoint and to report on the stewardship of the highway de- 
partments in performing the tremendous roadbuilding assignment 
given to them by the Congress. 

It is our hope that Federal legislation this session of the Congress 
vill remove some of the uncertainties and indecisions that are giving 
usgrave concern and cloud the highway picture today. 

Although the Congress recognized the road problem back in 1893, 
at the time the automobile was first introduced, the real beginning of 
Federal aid for highways occurred in 1916 when the Congress took 
action to encourage and to insure a connected system of public high- 
ways in the United States. 

At that time, the decision was made that the Federal highway pro- 
gram would be in the form of aid to the States, and the major re- 
sponsibility for carrying out the programs would rest on the State 
highway departments. We are justifiably proud of our record of 
accomplishments and of our partnership of over 40 years with the 
Federal Bureau of Public Roads, 

All through the years the Congress has given the State highway 
departments the responsibility of initiating projects; of determining 
locations and designs; of obtaining local waite support; of awarding 
contracts, and the supervision of construction, all subject to the ap- 
proval of the Bureau of Public Roads. 

After a Federal-aid project is completed the State highway depart- 
ments then take on the full responsibility, at no cost to the Federal 
Government, of maintaining and operating the facility. 

Much has been said regarding the 90-10 matching ratio provided 
for the completion of the Interstate System. The type of maintenance 
and operation that these high speed, high density traffic arteries re- 
quire will cause the States to spend considerable sums of money over 
the lifetime of the system, and the States feel that in so doing, and 
in furnishing the organizations to construct the system, that they are 
full partners in the venture. 

At the time the Congress of the United States made the decision 
to enlarge and accelerate the Federal-aid highway program in 1956, 
Itcontinued to give the foregoing responsibilities to the State highway 
departments. 

Tere were ready made organizations with years of experience in 
ee hee with the Bureau of Public Roads, thoroughly familiar 
with the particular roadbuilding problems and requirements of all 
the individual States, and accepted as the leading highway authori- 
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ties of the world. In fact, this highway engineering know-how is one 
of the most vital national resources that this country has at its 
disposal. 

With the enactment of the Federal-Aid Highway Act of 1956, the 
enlarged and accelerated program was launched. This program is 
basically a program to build an Interstate System of modern con- 
trolled access highways in addition to a modestly stepped-up ABC 
program—primnary, secondary, and urban. 

Since the beginning of Federal-aid for highways, the Federal Gov- 
ernment has not been the major contributor in financing the cost of 
building our State highway network. However, the Federal con- 
tribution has been sufficient to encourage and enable all States to in- 
prove their highway systems and to give considerable stability and 
continuity to the highway departments. 

I might say that actually the figure is hard to determine, but up 
to 1956 we have determined that Federal aid has constituted some- 
where in the vicinity of 20 percent of all highway building funds in 
the States. 

From 1916 when the Federal-aid program was initiated up and 
through the 1956 fiscal year, the total Federal contribution for high- 
ways has totaled $9.5 billion. The first 4 fiscal-year apportionments 
of the current enlarged highway program, 1957 through 1960, have 
totaled $1114 billion, or considerably more than was authorized in 
the first 40 years. 

Until the controlled access expressway facility was developed, there 
were generally two classes of public highways in this country. The 
first, the land service road, generally termed the secondary or farm- 
to-market road, is for the purpose of serving the property through 
which it traverses. The other type of highway being the primary 
highway which performs a dual service of accommodating through 
traflic and serving abutting property as well. 

In the late 1930’s express traffic needs were developing in this 
country to the point that the dual service conventional primary high- 
way could not longer serve through-traflic requirements adequately 
and safely. The need for a third class of highway, that being the 
controlled-access expressway joining major population centers and 
connecting with major highway intersections, was very much in evi- 
dence. These highways are located, designed and operated to ac- 
commodate high density through traffic and are dedicated to serve 
the needs of the many and not the convenience of the individual 
abutting property owner. 

Many proposals were reaching the Congress that the construe 
tion of a superhighway be authorized to connect some east coast city 
with some west coast city, or the Great Lakes and the gulf. 

Where the need for this third class of highway was most critical, 
and where conventional public financing was not available, toll roads 
were built. This development and resulting public acceptance was 
a manifestation of the critical need of this type of facility. 

As a result of executive and congressional action, national studies 
were made which resulted in the Congress, in 1944, authorizing the 
designation of a nationwide Interstate System of Highways. 

The State highway departments, while not the originators of the 
plan to establish the Interstate System, definitely lined up as sup- 
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porters of the proposal for they were in a position to know the high- 
yay needs of this Nation better than any other group of highway 
experts. 

The plan, according. to Federal law, is to provide a 41,000-mile 
system of modern controlled access highways designed to accom- 
modate the traffic of 1975 and to join major centers of population and 
to join with the major international routes at the Canadian and 
Mexican boundaries. 

The program at all times has contemplated the completion of such 
asystem and to use any facilities as were ener | in existence along 
the routes of the system that could economically and feasibly be 
utilized as a part of the system. 

The plan has always envisioned the designation of such toll roads 
which traverse those routes and which are mutually agreed upon by 
Federal and respective State authorities, to be included as part of 
the overall network. 

Speaking again of the 90-10 matching feature of the interstate pro- 
gram, this upset matching ratio is an absolute necessity to encourage 
the work to go forward in all of the States and to achieve si- 
multaneous completion of the network. The mechanism of the Fed- 
eal Government in raising the needed money and in encouraging the 
construction is in the public interest, and is the only way in which a 
nationwide completed modern system could ever be a reality. The 
possibility that all the States would ever undertake such a program 
imultaneously is indeed remote. 

This Interstate System that we are talking about is approximately 
14 percent of the total public road and street mileage of the Nation, 
yet It is expected to carry some 20 percent of the total highway traffic 
when it is completed, save some 4,000 lives a year, and in addition, save 
over $2 billion a year in commercial vehicle time, operating costs, and 
areduction in property damage on our highways, to say nothing of 
the reduction in personal injuries that will result. 

With the conventional nonaccess controlled primary highway, very 
often roadside development cuts the traffic capacity to the point that 
new parallel routes must be developed and in so doing, many of our 
logical highway locations are being consumed. 

The locations being utilized by the Interstate System will be de- 
veloped as controlled access ee which can carry full design 
capacity in perpetuity. In taking right-of-way for this purpose we 
ire making the best use of land that has ever been practiced in high- 


ways. 

The construction of the Interstate System will add immeasurably to 
the defense of this Nation. It will open up many new markets for the 
farmer and many new labor sources for industry. In addition, it will 
courage the construction of many new plants, and the major inter- 
change locations will develop as new centers of population. 

About 75 percent, or some 30,000 miles, of the Interstate System is 
being developed on new locations, and 25 percent will utilize existing 
highway routes, including approximately 2,200 miles of toll roads 
that have been designated as part of the system. Various engineering, 
seonomic, and traffic studies have proved that it is in the public interest 
to build the 75 percent of the mileage on new location. Most of the 
1,000 miles of existing free road locations that are to be utilized for 
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the Interstate System require extensive reconstruction and moderniza- 
tion to meet interstate requirements. 

Approximately 11 percent of the total interstate mileage is in urban 
areas where our most serious congestion occurs, and this 11 percent of 
the mileage will require expenditure of approximately 42 percent of 
the interstate funds. 

In this relation, approximately one-half of the traffic in this country 
takes place in urban areas and consequently this traffic produces about 
one-half of the money that is available for building and maintaining 
highways. 

The Congress first recognized that a serious urban highway problem 
existed in 1944. At that time certain Federal-aid highway moneys 
were earmarked for expenditure in those areas. Since that time 
there has been a dynamic urbanization movement without parallel in 
the world, creating and enlarging many metropolitan areas, making 
the problem even more severe. 

Certain techniques have been developed whereby highway engineers 
study origin, destination, and desires of traffic; the economic impact 
on a community of proposed highway locations, and these, coupled 
with cost studies, dictate the location and type of facility required 
to accommodate the needs of the urban area. 

In some instances the solution is a bypass. This is generally the 
case where the urban area is relatively small. 

In the case of larger urban areas where the center city is the major 
traffic generating and destination area, a through-city expressway is 
generally indicated. However, in order to accommodate the needs of 
traffic, these are generally supplemented by circumferential and radial 
routes. 

In the case of all large urban areas a circumferential is part of the 
interstate pattern and is important as an aid to the national defense. 

For the first time in the history of Federal-aid highways, the major 
needed legislation at this time is financial in character. We are al- 
ready at the time of the year when we would normally expect to 
receive our Federal-aid apportionments for the next fiscal year. 

Although given priority in the trust fund, it is uncertain as to 
when the 1961 fiscal year apportionments will be made for the ABC 
systems, and unless the necessary action is taken by the Congress 
before it adjourns, there will be no interstate apportionments this 
year for the 1961 fiscal year period, and only a token amount of money 
available for apportioning in 1962. 

By the next apportioning period, a year from now, 37 States will 
have been forced to stop awarding contracts on the Interstate System. 

Statistics show that the States, compositely, as of June 30, 1959, 
had obligated 19 percent of their 1960 fiscal year funds of the Inter- 
state System, whereas none of the 1960 fiscal year had yet elapsed. 
Twenty-four States were utilizing 1960 funds, and 23 States were 
utilizing 1959 funds. Only two States were still using 1958 funds, 
which, by legislation, are available for a year longer. 

As to the ABC systems, the national average for committing funds 
at the same date was 16 percent of the 1960 fiscal year moneys, whereas 
none of the 1960 fiscal year had yet expired. ‘Thus, 31 of the States 
were using 1960 funds, 20 States were using 1959 funds, and only 1 
State was utilizing 1958 funds which are still available for obligation 
for 1 year. 
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The State highway departments are some 5 percent ahead of sched- 
ule. They have been officially prompted and in fact prodded by the 
Bureau of Public Roads and the Congress to speed up the program. 
In heeding this command, the adverse effect of an interruption in the 
program is made more severe. 

It is the opinion of the State highway departments that it would 
take 12 months to recover from an interruption in the program, and 
the resulting delay in completing the interstate program would be an 
effective 3-year period in many of the States. 

The State highway departments, meeting in annual convention last 
December in San Francisco, unanimously adopted a legislative policy 
calling on the Congress to give substance to the several statements of 
intent made in the act of 1956. These statements of intent were 
accepted at face value by the State highway departments in taking on 
the unprecedented task of building the roads authorized in 1956. 

We refer to the statement of intent in section 108(a) where the Con- 
gress says it is its intention to build the Interstate System as nearly 
as practicable over a 13-year period and that the system be brought 
to simultaneous completion in all of the States. 

We refer also to section 108(b) where, according to the schedule on 
interstate authorizations, no interruption was anticipated. 

We further refer to section 209(b) which indicates that the trust 
fund will be made adequate to cover expenditures, and to sections 
209(d) and 209(f) which make provision for supplementing the trust 
fund with repayable advances from the Treasury in case the Byrd 
amendment, 209(g), is suspended, as it was in the Federal Aid Act 
of 1958. 

We wish to emphasize to the committee that the basic financial 
difficulty rests with the act of 1956, and is caused by the disparity 
between the annual income of the trust fund and the annual authori- 
zations, together with the Byrd amendment that limits apportionments 
to the ability of the trust fund to liquidate commitments. 

At this period of the program, these conditions alone would have 
prevented the Bureau of Public Roads from making full apportion- 
ments to the State highway departments for the interstate program. 
By the Congress increasing authorizations in the act of 1958, the 
problem is made more acute. Asa result, instead of having decreased 
apportionments, there will be no interstate apportionments available 
for 1961 and only a small amount for 1962, mi the Congress takes 
action to provide the funds. 

We are not critical of the increased apportionments made by the 
Congress for 1958, for they served a yery useful purpose. The D 
program that was authorized to be advanced to contract by December 1 
of last year resulted in the modernizing and improvement of some 
12,000 miles of existing highways and bridges. The public definitely 
benefited from your action. We take pride in the fact that we handled 
this hurry-up program on schedule while staying ahead on the regular 
interstate and ABC programs. 

The State highway departments were confronted some time ago with 
the information that unless congressional legislation cleared the way, 
there would be no 1961 interstate apportionments. This in itself 
caused many problems. 

In recent days, however, an interpretation of the Commerce Ap- 
propriations Act of 1961, Public Law 86-88, indicates that the current 
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trust fund shortage will cause the States to be delayed in receiving 

rompt Federal reimbursements for contracts already underway. It 
is anticipated that this delay would start this fall and continue into 
the spring of next year. 

Frankly, this is quite a shock to the highway departments for all 
through the Federal-aid roadbuilding program the States have been 
able to enter into contracts, once an apportionment is officially mad 
and feel secure that they would receive prompt reimbursement o 
Federal funds upon call. 

As you know, the States are required to make the payments to the 
contractors from State funds, and then request the pro rata Federal 
reimbursement. In case the States should default in making prompt 
payments to contractors, they then could be held liable and have 
claims filed against them. 

The real lifeblood of the very effective Federal-State roadbuilding 
partnership has been this contract authority-reimbursement assur- 
ance concept that has existed for the past 40 years. It is absolutel 
necessary that this be maintained, for none of the States has enoug 
money to finance the interstate program long without receiving prompt 
Federal reimbursements. 

The execution of a road program is such that considerable leadtime 
is essential. The State must do advance planning; arrange for State 
matching requirements; provide adequate personnel, and be able to 
make firm commitments with residential and industrial tenants that 
must be relocated in the acquisition of rights-of-way. 

Work of the character involved in the interstate program is the 
type that takes 2 and sometimes 3 years to complete, after the contract 
is awarded. It is definitely not the type of work that can be turned on 
and off a year at a time, and be done efficiently. Current cash deficits 
are the result of apportionments made some 2 years ago, and any 
changes in present authorizations will be refiected in cash needs 
2 and 3 years from now. 

At the time the 1958 Federal-Aid Highway Act was passed evi- 
dently the Congress realized that the trust fund would be inadequate 
to take care of the commitments, inasmuch as it took action to waive 
the Byrd amendment and directed the Bureau of Public Roads to make 
the apportionments. 

The State highway departments took this action as an assurance 
that they could go ahead and award contracts. The present appro- 
priation act indicates that funds available for reimbursement will be 
limited to the trust fund amounts. 

The trust fund will be deficient this 1960 fiscal year some $500 
million. This is almost exactly the amount of money that was 
authorized in the “D” program, which included $400 million of 
Federal funds and $103 million made available for advances to the 
States for matching purposes to be repaid by withholding from future 
ABC apportionments. 

In the case the interstate program should advance as proposed in 
H.R. 5950 now pending in the House Public Works Committee, the 
indicated shortage in the trust fund for 1961 would be approximately 
$850 million and the same for 1962. The 3-year deficit that is facing 
us today is almost equal to the amount of unliquidated commitments 
of $1.9 billion placed on the trust fund from: previous highway 
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yuthorizations when the trust fund was established in 1956, and before 
ithad received a penny of revenue. 

Incase no additional funds are provided for the interstate program 
and work is interrupted by no 1961 apportionment being made and 
oly a token one provided for 1962, the 1963 apportionment would 
then be limited to the trust fund receipts and the program would be 
limited to ve $1.6 billion with successive years increasing 
Jightly as the trust fund receipts increased. In other words, the pro- 
gram would recover and be reinstated in 1963 at about two-thirds of 
the present rate. 

We know that before you take any action on this program that you 
want some answers as to why there is such a difference between the 1954 
and 1958 estimates of cost of completing the routes of the Interstate 
System. 

The 1954 cost estimate was required by the Highway Act of 1954. 
It was utilized by the Clay committee in making its report and by the 
(Congress in providing the 1956 road legislation. 

The 1954 estimate was the best estimate that had been prepared to 
that date, and was done by the people best qualified to do the job. It 
was, by necessity, produced in a very short period of time and during 
that part of the year when the States were busily engaged in complet- 
ing their construction season work. 

The 1954 estimate was the best estimate that had been prepared to 
that date, and was done by the people best qualified to do the job. It 
was, by necessity, produced in a very short period of time and during 
that part of the year when the States were busily engaged in com- 
pleting their construction season work. 

The 1954 estimate covered the estimated cost of completing the 
40,000-mile designated Interstate System with the mileage being meas- 
ured along existing highways, since time was not available to study 
actual locations. 

The current 1958 needs estimate is also for the cost of completing 
the system, and the total mileage for those same routes as included in 
the 1954 estimate is by actual measure 35,548 miles. This estimate was 
prepared by developing the costs along actual logical locations between 
control points. 

We realize that there will be some slight differences developed in 
subsequent estimates called for by Tedensl lealaiaticin but we feel that 
the current estimate is very close to the cost of completing the system, 
unless the Congress should authorize additional mileage or in case 
inflation should cause an upsurge in building costs. 

I would like to add here that the States in preparing the 1958 esti- 
nate used about 1.2 million man-hours. 

We base this feeling on the fact that the highway departments are 
getting completed interstate work at about 5 percent under the 1958 
estimate and the fact that highway construction costs have prety well 
stabilized. We are receiving bids on our projects that are very favor- 
able to the public interest. 

The major reasons for the $12 billion Federal cost difference be- 
tween the two estimates can be summarized as follows: 

(a2) The act of 1956 added another 1,000 miles to the system and by 
actual measure in 1958, approximately 1,500 miles of the original 
40,000-mile system were tin and made available for additional desig- 
hations, which were used to supply some additional routings to make 
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the Interstate System satisfy its requirements and objectives. This 
item in itself, together with contingencies, is responsible for approxi. 
mately $3 billion of the estimated Federal cost of the system. 

The following items are the major ones making up the $9 billion 
difference in estimating the completion of the routes originally covered 
in the 1954 estimate. 

(6) The act of 1956 instructed that the system be designed for the 
traffic of 1975 with full control of access, which is approximately 1) 
percent higher than the average traffic forecast used in the 1954 esti- 
mate. Involved also is additional freeway signing and items necessary 
for proper operation of fully controlled access facilities—approxi- 
mately $1.8 billion. 

(c) The 1956 act required that equal consideration be given to local 
needs. This alone is responsible for a major increase, inasmuch as 
additional separation ind interchange structures and frontage roads 
are required, especially in and around cities—approximately $34 
billion. 

(d) A 12-percent increase in roadbuilding costs occurred between 
the 1954 and 1958 estimate periods—approximately $3.7 billion. 

In 1954 the States estimated the cost of completing the 37,700-mile 
designated system at $23.2 billion of combined State and Federal 
funds. At that time there was reserved 2,300 miles to be allocated for 
additional urban routes. This allocation was made in September 1955 
after the estimate had been prepared. 

In 1954, the existing meager cost estimates of building urban free- 
ways were expanded to arrive at an estimated cost of building the 2,300 
miles. This figure was set at $4 billion and added to the $23.2 billion 
computed by the States. The estimated cost of the 2,300 miles turned 
out to be some 40 percent low, which accounts for a major difference be- 
tween the estimates, and is reflected in the foregoing items (>), (ce), 
and (d). 

The 1958 estimate was arrived at by the State highway departments’ 
applying the official design standards as developed in compliance with 
the act of 1956, to actual locations developed between control points 
along the Interstate System, and at the then current highway building 
costs. It represents the cost of building controlled-access, modern 
highways in compliance with the expressed wishes of the Congress, and 
the needs of the country. 

These standards cannot be reduced if this country is to get the 
modern highway network it needs. 

The authorized amount of interstate funds for 1960, that is, $25 
billion, would have to be continued through the 1972 fiscal year and 
without interruption, to assure the completion of the system by 1975, 
the year it was designed to accommodate. 

In addition, Federal aid should continue at not less than the present 
rate for the ABC system in order to assure a balanced Federal-aid 
highway program, and that proper attention is given to all the systems. 

The State highway departments consider themselves the best quali- 
fied peoplé available to counsel with you on highway needs, and furnish 
you the background information on the highway program itself. We 
are not, however, experts on highway finance at the Federal level. We 
all have extensive experience in highway finance at the State level, but 


the experience, needs, solutions, and philosophies vary from State to 
State. 
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In your hearings here this week, you have heard many suggestions 
as to how to solve the highway finance problem. It is our hope that 
the Congress and the executive branch will develop and enact some 
lution that will prevent an interruption of the program. 

You may wish to consider at this time some legislation to give in- 
terim relief to the highway problem, inasmuch as in 1961, you will have 
the advantage of the next cost estimate and the section 210 cost alloca- 
tion study for your further guidance and consideration. 

We feel, however, that if you should follow this course, you should 
also give some thought at this time, as to various ways in which the 
program might be financed until completed, and review these plans 
in the light of the information revealed by the 1961 estimate and 
study, at that time. 

Such a procedure could give some assurance to you and to us. 

All of the justifications that existed in 1956 for the program still 
exist. In addition, the departments and the highway industries are 
geared up to handle the program and an interruption would result in 
an adverse economic impact. Many projects would be left in a par- 
tially completed and unusable condition. Where rights of way are 
being cleared for construction in urban areas, chaotic conditions would 
exist, and adverse public opinion would develop. This program is 
essential to assure the continued expanding economy and for the 
national defense. 

It is the bare minimum that will do these things and furnish this 
Nation with adequate and safe highway facilities that it needs. 

We wish to reiterate that unless some action is taken to eliminate 
the current trust fund deficit during this session of the Congress, an 
interruption in the interstate highway program is inevitable, and a 
delay in the States receiving prompt reimbursement on existing Fed- 
eral-aid highway contracts for both the interstate and ABC programs, 
will result. 

Some of the uncertainties and indecisions that face us today must be 
clarified before the State highway departments can proceed further. 
At present, we do not know whether to go ahead with planning addi- 
tional highway lettings, or whether we should release some of the per- 
sonnel that we have recruited and trained to handle the increased 
workload, caused by this big Federal-aid highway program. 

Whatever the decision of the Congress might be, we need to know 
itat the earliest possible moment. 

I might say that with me here today are some State highway of- 
ficials who are also members of our American Association of State 
Highway Legislative Committee: David Stevens, chairman of the 
State Highway Commission of Maine, who is our vice president; and 
past president C. R. McMillen, who is the chief highway commissioner 
of South Carolina; Rex M. Whitten, chief engineer of Missouri; and 
E. C. Greer, State highway engineer of Texas. 

I would also submit to the committee that we are in the process of 
reparing a brochure which will show completed and uncompleted - 
lighway development in each State. We hoped to have this completed 
for this hearing, but, unfortunately, it will not be completed until the 
end of the month, and we will then furnish copies of this brochure to 
each member of the committee. 

Thank you very much. 

(The brochure referred to above follows :) 
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Charted on the following pages are the pertinent data with respect 
to financing of the Federal share of the expanded highway con- 
struction program. 

The first chart shows authorizations as provided by the 1956 
Federal-Aid Highway Act. The roads”’ (Federal-aid pri- 
mary, secondary and urban extensions) authorizations were for 
only three years but continuance of that program is widely 
accepted as the intent of Congress. The chart points up the basic 
disparity between annual receipts and expenditures, which coupled 
with the so-called Byrd amendment and increased highway 
authorizations in the 1958 Federal-Aid Highway Act has caused 
the Trust fund to be short of the legislative authorizations. 

The outlook through 1962 for financing the Federal portion of 
the program from the Highway Trust Fund is charted also. As of 
now, the Trust Fund surplus has been exhausted; the red area to 
the right indicates the cumulative deficit. 
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The Cuatrman. Thank you very much. That is a very fine state- 
ment which you have presented on behalf of your organization. 

I understand that you have been in this business for a number of 
years, yourself. I also know the gentleman with you, Mr. A. E. John- 
son, who is in your organization, has been in this business for a great 
number of years. He started out at a very young age, as you can 
tell from looking at him, for him to have been in this business 
as long as I know he has been. 

I want you, as president of the American Association of High- 
way Officials, and the others who are present in the room, to know 
of the deep appreciation that this committee has for the help that 
Mr. Johnson oe rendered to the committee in the past in coping 
with problems of trying to finance this Interstate System. 

Members of the committee will recall that he sat in executive ses- 
sions with us. That is a little unusual, for someone not connected di- 
rectly with the Congress or the Government. 

But we asked him to do that when we had this matter up before. 
He has talked to me a great number of times about the problems that 
you State highway officials would face if action were not taken by the 
Congress. 

Mr. Bartelsmeyer, there are some questions, I think, that have been 
raised in the committee that you can help us resolve. I will submit 
them to you, and very briefly do so. I think your answers can be 
equally brief. 

First, could the States continue this Interstate System if the 90-10 
matching ratio were changed to 80-20 or 75-25 or 70-30, or some other 
figure? 

Mr. Bartretsmeyer. Mr. Chairman, they could not. 

The CuarrMan. It is the opinion of the State highway officials 
that it would be too much to ask of the States to undertake the com- 
pletion of this added program, this interstate program, in addition 
to the other programs that you are participating in on a 50-50 
basis, the ABC program ¢ 

Mr. Barretsmeyer. That is right. 

The CHarrman. How many of the States, in your opinion, could 
continue to carry on the program, if any, if the figures were reduced 
to 80-20 or 75-25% Do they have the resources available? 

Mr. Barretsmeyer. There probably would be individual States that 
would continue, but it would then lose the identity as the inter- 
state highway program. 

The ta That is the point. 

Mr. BarrersmMeyeR. There would not be any continuity in com- 
pletion. 

The Cuarrman. That is the point. It is not an interstate system 
unless all the States can participate, is that right ? 

Mr. BarretsMeyeR. That isright. 

The Cuarrman. And if only 10 States can participate at 75-25, 
it would certainly not be an interstate system ? 

Mr. Barte_sMEYeER. That is right. 

The Cuarrman. Or if there were just 10 States that could not 
participate, it would still not be an interstate system in the opinion 
of the highway officials? 

Mr. BarretsMEYeER. That is correct. 
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The CuairMan. Would a greater participation by the States result 
in more economical design of projects / 

Some suggestion has been made that if the Federal Government is 
paying 90 percent of the cost and the States are paying only 10 percent, 
there is not much economy to be realized by the States in more 
economical design or projects. 

What do you have to say about that? 

Mr. Barrersmeyer. Well, I would say that it doesn’t make any 
difference. Every State builds Federal aid highways and builds 
State highways with their own moneys, and there certainly isn’t any 
difference in degree of caution and care exercised in the expenditure 
of those funds. So I would say there is no difference at all. 

The Cuarrman. The point that I thought might be true is that 10 
percent of the cost of this program to the States added to the other 
costs that the States incur in connection with ABC is not a small 
figure to begin with, from the point of view of most of the States. 
Is that not true? 

Mr. Barre.tsMeyeER. It is a relatively large figure, because we are 
talking of large funds. 

The Cuarrman. I say from the viewpoint of the States, even 10 
percent of this type of program would be a rather sizable figure. 

Mr. Barretsmeyer. That is right. 

The CuarrMan. Even though it is relatively small in the overall 
cost, too? 

Mr. Barretsmeyer. That is right. 

The Cuarrman. So even this 10 percent is of sufficient magnitude 
in most States, in your opinion, for the States themselves to have the 
desire to operate on the most economical basis possible ? 

Mr. Barretsmeyer. I think there is another thing that should be 
mentioned here. 

The States are fully and completely responsible for the maintenance 
and operation of the system after it is completed. They are certainly 
not going to build anything that isn’t in line with good highway 
operation, building, and maintenance. 

The Cuatrman. My respect for the soundness of operation in the 
Bureau of Public Roads goes back to the days, even, of our friend 
of many years, Mr. McDonald, and I know that in my conversations 
with Mr. McDonald certain standards were in existence at that time 
for the development of roads and systems that we then had that were 
prepared by the States and agreed to by the Bureau of Public Roads, 
and adhered to by the Bureau of Public Roads in approving the 
projects. 

I assume that that is pretty nearly the same situation with respect 
to all the operations of today, including the Interstate System, is it not 

Mr. BartecsmMeyer. That is right. 

The CuarrMan. So the designs that have been developed for con- 
struction of the Interstate System are designs that the best informed 

eople in this field that we have available have determined are needed 

in order to take care of the situation that we will have in existence 
upon completion date in 1975? 

Mr. BartretsMeyYeER. That is correct. 

The Cuarrman. Any reduction in your opinion, in standards for 
the program, that is, designs and so on, that we might now envision 
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as savings in costs, would not actually be savings because they would 
not have produced or permitted to produced the type of system 
which, in the opinion of you highway officials, will be required in 1975, 
Is that your thought ? 

Mr. Barrersmeyrer. That is our thinking, and I think all we have 
to do is to recall the entire history of roadbuilding. We have never 
built roads adequate enough. 

The Cuarrman. It has been my experience, limited as it has been, 
and ey from observation, that a lot of our economies of the 
past forced upon us because of the amount of money that States and 
the Federal Government devoted to this purpose have resulted in 
construction of roads that have not lasted for a very long period of 
time. 

We designed them, perhaps, with the thought in mind of carrying 
the traffic of a particular year without regard to the fact that over 
a 10-year period, traffic would so increase, that our standards were not 
capable of maintaining the roads for any period of time. Do you 
know what I am talking about, or have you not had that experience?’ 

Mr. Bartetsmeyer. That has been our experience 100 percent, Mr. 
Chairman. 

The Carman. It has been the experience in some other States, I 
know. 

So what you are trying to do here is to advance a program that 
may cost you 15 percent more today than traffic justifies it costing, 
because you are aware of the fact that before this program serves 
the purpose that is to be served by it, that traffic will so materially 
increase as to justify this initial outlay ? 

Mr. Barretsmeyer. That is correct. 

The Cuatrman. And if we cut it back by that amount today, we 
will not have built a system of roads, in your opinion, that will last 
for the time desired ? 

Mr. BarretsMEYER. It will be deficient when it is completed. 

The Cuatrman. That is what I was trying to get, to see whether 
or not you thought it would bedeficient. — 

You mentioned in your statement briefly, perhaps, the answer to 
this question, but I thought you might give me more information. 

Would you State people have to immediately stop the program if 
no action is taken to permit the Bureau to make the ABC and inter- 
state apportionments in the next 60 or 90 days? 

Mr. BarretsmMeyer. Yes, most States will have to stop the letting 
of contracts immediately, because with the heavy construction season 
underway now, meaning the heavy payments are coming up in the 
next 2-, 3-, or 4-month periods, most of the States do not have sufficient 
moneys of their own to carry these payments. In other words, they 
have to pay out to the contractors and ask for immediate reimburse- 
ment to replenish their funds. 

The Cuatrman. What happens with respect to the situation in fiscal 
1960 if no action is taken by the Congress in this session in making 
available this additional $500 million that seems to be required, either 
through additions to the trust fund or by appropriations from the 
general fund? 


Could the States carry that amount until we could get back into the 
next session or not ? 
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Mr. BarretsmMeyer. The majority of States could not carry that 
load. 

The CuairMan. The result would be that the contractors would have 
a claim against the States and the Federal Government ? 

Mr. Barretsmeyer. That is right. The critical period is in 1959, in 
the later part of 1959, because most States receive their license fee 
moneys near the end and the first of the next year, which then gives 
them enough money that they are not in a critical position after the 
first of the year 1960. But they will be in very critical situations from 
now until about December 1. 

The Cuairman. Mr. Bartelsmeyer, would the Congress make a mis- 
take from the viewpoint of the State highway officials if it should 
further increase the gasoline tax for Federal purposes ¢ 

Mr. BarrecsMeyer. That is a question that is hard to answer. 

The Cuarrman. It was not intended to be loaded. 

I am trying to find out whether or not representations made before 
the committee in the course of the hearings that we should not further 
increase the gasoline tax because the States might need this source of 
revenue coincident with your thinking. 

Mr. BarrersMeyYer. The general concept of the States, of course, is 
to get their additional moneys from gasoline taxes. As far as the 
State highway departments are concerned, there is, naturally, a differ- 
ence of opinion, and it would be hard for me to express the opinion of 
all of the States to say that they are either for or against a gas-tax in- 
crease. 

The Cuatrman. Mr. Bartelsmeyer, I would assume that there are 
many States, in order to maintain funds for matching purposes, both in 
ABC and the Interstate System, that will have to increase their rev- 
enues over the next few years. 

Mr. Barretsmeyer. There is no question about that, Mr. Chairman. 

The CuarrMan. Some of them have already increased the gasoline 
tax, I understand. Others will find it necessary to do so when their 
legislatures reconvene in 1961, I presume. Is that true? 

Mr. BarretsmMeyer. That is right. 

The Cuarrman. And others perhaps in 1962-63. Is that true? 

Mr. BarrecsMeyYeER. That is correct. 

The Cuarrman. The suggestion and recommendation made by the 
administration for an increase of 114 cents in gasoline taxes for a 
period of 4 or 5 years might actualy then create a situation wherein 
the States would be hesitant to go forward with their own increases to 
enable them to obtain the necessary funds on their part? 

Mr. BarrersMeyer. I would agree that that is a valid assumption, 
yes. 

The CuairmMan. I am asking you, sir. 

Mr. Yes. 

The CuHarrmMan. Do you have any thoughts at all—you have said 
that we have heard a lot of testimony about how to get the money. 

The fact is that I am almost willing to say that we have heard 
a lot of testimony about where we ought not to get the money. Per- 
haps we have heard some testimony, even, that we ought not to face 
up to the situation right now. But is it your thought that we should 
strive to put this thing in balance as best we can without the neces- 
sity of any material increase in the gasoline tax? 
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Mr. Barrersmeyer. I believe that it is absolutely essential that the 
highway construction program be continued, both the ABC and the 
Interstate System. 

As a direct answer to your question, I would hesitate to express 
the opinion of all of the States and say that you should or should 
not put some small increase to the ages gasoline tax. I think it 
is something that you people have to decide. 

The Cuarrman. Mr. Bartelsmeyer, let me - it this way: I gather 
from what you say that the continuation of this program, without 
interruption, is so important from the point of view of the States 
and the Nation that it would be your considered judgment that it 
should not be permitted to be interrupted, even if it would be neces- 
sary for the Congress to increase the gasoline tax? 

Mr. BarrecsMeYeER. We take the position that the program should 
not be interrupted. And if Congress in its judgment would decide 
to get part of the funds from that source, we believe it would be 
acceptable. 

The Cuarrman. Mr. Bartelsmeyer, I do not know, maybe I am 
wrong, but I would assume that had this committee known in 1955 
or 1956, whenever we worked on this matter, that this program would 
cost $36 to $38 billion in lieu of the figure that we had before us of 
approximately $25 billion, that the committee would have endeavored 
to put that amount of money from some source into the trust fund, 
because we were dedicated at that time to the thought that we ought 
to pay for this system as we built it, realizing that this would not 
be the only 40,000 miles of Interstate System that would ever in the 
history of this country perhaps be built. 

We did struggle and finally came up with an amount approxi- 
mately equal to what we were told at that time it would cost. I do 
not know whether the committee would have stopped with a 1-cent 
gasoline tax increase had it been faced with the present facts at that 
time. 

I feel certain that the committee would have diverted from the 
general fund additional so-called user taxes that it did not divert. 
I would think that it would be perfectly sound, as you point out to 
us, for the committee to, at this time, think not only in the short term 
of the needs that exist, but if the committee is convinced that $36 to 
$38 billion is what is required, rather than $25 billion, that we ought 
to look to longrun operations as well as shortrun, in order to 
eliminate any possible misconception on the part of the States that 
may have been materially enhanced as a result of this present situa- 
tion that the Congress does not. intend over the lifetime of this pro- 
gram to carry through with it. 

Would it be your suggestion, and I thought I detected it from your 
“aore oor i that this is the time to face up to this situation, as well as 
In : 

And is it your opinion that we ought to try to make available to the 
fund amounts that we now think are deficient, and not do it just for 
the short period of time involved between now and 1961? 

Is that what you are saying to us? 

Mr. Barretsmeyer. My statement said that in 1961, after the 1961 
estimates are available, you will have more complete information. 

The Cuairman. We will not have any more information, in your 
opinion, with respect to the total cost, will we? 


; r 
the 
lar 
be 
th 
go 
SI 
su 
SC 
tk 
tl 
p 
3 
| 
1 
1 
2 


HIGHWAY FINANCING PROGRAM 329 


Mr. BarretsMEYER. Not as to total cost. 

The CuarrMAN. That is what I am getting at. 

Mr. BarretsMEYER. We are satisfied that total costs are right as 
they were reported. 

The Cuarmrman. You felt there would be little change in the total 
cost, though it might go up with inflation. You were basing that 
largely upon the fact that you were able to get the job done with about 
5 percent less than your estimates of $36 billion, or $38 billion ? 

Mr. Barrersmryer. That is right. 

The Cuarrman. So by 1961 there will not be information before the 
committee then, based vagy the studies that will show that the cost will 
be $25 billion rather than $36 billion or $38 billion ? 

Mr. BarretsMeYeR. No. We are confident that the costs will remain 
the same. 

The Cuatrman. If we know now that the program is to cost the 
$36 to $38 billion and not $25 billion, would there be more certainty 
with respect to the completion of it if the Congress dealt with the long- 
run implications as well as the short-run implications ? 

Mr. Barrersmeyer. Yes. That would be most desirable from the 
States’ standpoint. 

The Cuatrman. I thought I gathered from your statement the 
suggestion that we might now face up to the difference and try to do 
something about the difference. That is the reason I was asking you 
that question. 

Mr. Mason will inquire. 

Mr. Mason. Mr. Bartelsmeyer, first I want to say how proud I am 
that you are from Illinois, and proud of the way you faced up to 
these probing questions of our chairman, and, in my opinion, you 
have given us the most comprehensive analysis or bird’s-eye view of 
the needs and the problems and the progress, and of the future pros- 
pects of this National Highway System that we have had on this 
committee. I think it is the most comprehensive analysis of that 
picture that we have had. 

I am particularly proud that you are from Illinois and gave us 
that picture. 

I think that is all I want to say, Mr. Chairman. 

The CuatrmMan. Mr. Harrison will inquire. 

Mr. Harrison. I want tosay that I agree with what Mr. Mason said. 
I believe your statement looks rather ‘long, but when you read it, it 
is the clearest briefing and the best statement of the situation that I 
have seen. I certainly want to congratulate you on a very statesman- 
like statement. 

When you make reference on page 6 to contracts already underway, 
I assume you mean contracts which are actually signed and where the 
States have gone beyond the point of no return. 

You do not have reference to anything short in time, do you, such 
as bids? 

Mr. Barretsmeyer. No. This refers to contracts that have been 
signed and entered into. 

Mr. Harrtson. And which the States are obligated to pay ? 

Mr. Barretsmeyer. That is right. 

Mr. Harrison. With reference to this 1,452 miles, which the Depart- 
ment of Commerce added to this system, that allocation, what consulta- 
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The Cuarrman. Are there not about 13 States altogether that have 
increased their gasoline tax since the inception of the Interstate 
System ? 

Mr. Barretsmeyer. Substantially more. I do not have the exact 
number. 

The Cuatmman. Mr. Byrnes will inquire. 

Mr. Byrnes. Mr. Bartelsmeyer, one of the proposals which has been 
made from several sources is the idea that we should take care of ow 
financial problem by borrowing money and paying it back after the 
system is completed. 

What will we be spending under the program as it is presently en- 
visioned for Federal aid to ABC and for the Interstate System’! 
What will the Federal expenditures be in 1971-72? Will they be 
around $2.5 billion ? 

Mr. Barretsmerer. To complete the system, to pay for it and to 
complete it by 1975, it would take about $2.5 billion per year for the 
Interstate System ; around $37 billion total. 

Mr. Byrnes. I am talking about annual expenditures. I am talk- 
ing about what is envisioned as the annual expenditure, let us say, in 
1971, 1972, or 1973. What is called for as an expenditure outlay in 
those particular years? 

Mr. Barretsmeyer. Well, of course, the expenditure would be in 
line with the authorization. 

Mr. Byrnes. I am assuming the authorization that will permit us to 
complete it on the schedule that we have contemplated and with the 
new costs. 

Mr. Barretsmeyer. It would have to be in the vicinity of $2.5 
billion a year, Federal funds. 

Mr. Byrnes. That would be to complete it in 1975? 

Mr. Yes. 

Mr. Byrnes. Is there anything in the picture at all that would indi- 
cate that in 1976 and 1977 there can be any reduction or will be any 
reduction in the amount of expenditure necessary in the field of Fed- 
eral assistance for highways? , 

Mr. BarretsMEYER. Well, that is a hard question to speculate on at 
this time. I think we must remember that if history continues as it 
has in the past, there will probably be a great additional need for high- 
ways at that time. 

Mr. Byrnes. It would be my assumption that instead of being $2.5 
billion in 1976, it would be closer to $3 billion to $3.5 billion, rather 
than a drop down from the $2.5 billion. Am I justified in making 
that assumption ? 

Mr. Bartersmeyer. I think you are right, because I believe that 
when the public in many areas sees and drives and operates on the type 
of highway that will be built by that time, they are going to immedi- 
ately demand more of them. I think we have to recognize that. We 
might as well recognize it now. 

Mr. Byrnes. Can there probably be factors which will arise that 
will make us feel that maybe a higher cost per mile is desirable or 
needed in order to meet the needs of traffic at that particular time? 

Mr. BarrersmMeyerR. In some areas that may well be true. 

Mr. Byrnes. It is interesting to note that when the proposal is made 
for an extension of the system by about 1,400 miles, the States came 
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up with proposals as of a couple of years ago for 13,000 additional 
miles. I would assume that from that we can gather that in 1957, 
if we don’t make any further additions between now and then, those 


_ 13,000 miles will still be considered as necessary, and that you probably 


willadd some more tothat. Is that correct? 

Mr. BarrecsMEYER. I think that is a very safe assumption. 

Mr. Byrnes. From that picture, would you assume on the basis of 
revenues from present taxes that in 1975 we are going to have a great 
surplus in the fund so as to be able to retire $13 billion of obligations 
that might have been created through borrowing today ? 

Mr. BarretsMeyer. I wouldn’t think so. 

Mr. Byrnes. I would not either. 

The chairman inquired of you concerning the possible desirability 
of the committee looking now to the point of financing the $12 billion 
shortage that results from the increased expenditures. I believe your 
answer was that certainly that would be desirable from the standpoint 
of the State administrators. Is that correct? 

Mr. BarrevsMeyer. Yes. 

Mr. Byrnes. Do you hink it would be advisable for the committee 
to look to the creation of the revenue necessary prior to receiving the 
reports that are to be submitted in 1961? 

Mr. BarretsmMeEyYeER. It seems to me that the report that the Bureau 
of Public Roads has to furnish the Congress at that time on user 
and nonuser benefits would certainly. give you much additional infor- 
mation to use in solving the eventual problem. 

Mr. Byrnes. That 1s what I was thinking. We can be pretty firm 
now in estimating what the additional cost is going to be, and what 
the deficit is going to be. But I wondered if we would not be in a 
better position, as a result of some of these reports that are to be 
furnished us in 1961, to more properly allocate any user charges that 
might be assessed or any new taxes that might be assessed in order to 
take care of this deficiency. 

Mr. Barretsmeyer. I would agree with that. 

Mr. Byrnes. Thank you. 

That is all, Mr. Chairman. 

The Cuarrman. Are there any further questions? Mr. Simpson? 

Mr. Smurrson. Mr. Bartelsmeyer, I unfortunately could not be here 
yesterday and I have lost some of the testimony. If you will bear 
with me, I want to get a little picture on your opinion with respect 
to what Congres did in the 1958 act, at the time the Byrd amendment 
was waived. 

Reference is made to it in the second paragraph from the bottom 
on page 6 of your statement. I recall there was testimony a couple 
of days ago indicating to me, at least, that the largest part of our 
trouble today with respect to the shortages of money arises from the 
1958 legislation. Have you any thoughts on that point ? 

Mr. BarretsmMeyer. Yes. The increases provided in the 1958 act 
were so substantial that they are the main cause of the difficulty that 
we are in right now. 

_ Mr. Srvpson. It was my understanding, and I do not know whether 
it Was yours or not, but I will ask you if you have an opinion that 
whatever Congress did in the 1958 act included the obligations which 
had been assumed in the earlier act in 1956; that is to say, we were 
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not extending the overall mileage under the program, to be paid out 
of the trust fund. 

Mr. BarretsMerer. My understanding was that the mileage was 
not increased. It was merely an acceleration of the program. 

Mr. Smwpson. Assuming you and I are right in our belief, do you 
have any figures indicating how much money has been spent as a re- 
sult of the 1958 act? 

Mr. Bartetsmeyer. Do you mean additional money over the amount 
that was normally 

Mr. Suweson. That would have normally been spent; yes. 

Mr. Barretsmeyrer. I don’t believe I am in a position now to give 
you the exact figure. 

Mr. Srupson. Whatever it is, can we agree that it was the result 
of the speedup, and was contemplated to have come out of the trust 
fund ? 

Mr. BarretsMeyer. Yes. 

Mr. Srmpson. That being the case, didn’t we then anticipate that 
we would have money required for the speedup under the 1958 act, 
but that in the overall picture for the entire duration of the program 
there would be no increase in the trust fund ? 

Mr. Barrevsmeyer. Well, that is right, except that 

Mr. Srupson. If that is right, doesn’t that mean, then, that we 
anticipated a curtailment sometime subsequent to the effective period 
of the 1958 act, rather than the increase of a tax to raise money? 

Mr. Barrevsmeyer. It was never the thought of the States that 
an increase or an acceleration of the program would be made one year 
and then a comparable deceleration the following year. 


Mr. Srvrson. I assume you mean that while the States may have 
ena dei a deceleration or a slowdown sometime in the future, 


they didn’t think it would come so quickly. 

Mr. Barretsmeyer. That it wouldn’t come the next year; no. 

Mr. Smrpson. I do not want to put words in your mouth, but I 
suggest to you that we could decelerate in later years to make up for 
the 1958 speedup. It may be desirable to do it that way, if the States 
are willing to recognize that Congress did view the 1958 act as one 
to speed up and not to increase the availability of money from the 
Federal Government. 

Mr. Barretsmeyer. There is one thing that should be remembered, 
that the increased authorizations were made after Congress received 
the new estimate, the 1958 estimate. As a matter of fact, apportion- 
ments were held up until after the new estimates had been made. 

Mr. Stmpson. But if we agree, and possibly we are wrong, al- 
though I give you my opinion, that we used the whole thing as an 
acceleration of the program because we were persuaded, the majority 
were persuaded, that a speedup in the road program would help 
solve the recession at the moment, and at least to my way of thinking, 
having adopted that procedure, and the States having recognized it 
as such, it would seem to me the States should have contemplated and 
did contemplate that there would not be a subsequent act of Congress 
coming out and making more money available on that account, par- 
ticularly as at the time we didn’t do it. 

Mr. Barretsmeyer. I think it all ties into the intent of Congress 
as to the completion date of the program. 
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Mr. Stmpson. I agree with you on that. I think acceleration in 
1959 and 1960, if it is effective, though, would result in a retardation 
sometime subsequently. Your overall picture would remain the same. 

Mr. Barrersmeyer. If it is the intent to finish the Interstate Sys- 
tem by 1975, a higher level of apportionments has to be made. 

Mr. Stmpson. If the acceleration was effective to a certain degree 
in these earlier years, wouldn’t that mean, then, to stay within the 

rogram there would be a curtailment sometime subsequent to that? 

Mr. Barrersmeyer. The thing that we have to remember there is 
that the cost estimate went up, and in light of the new cost estimate 
we have to consider that. 

Mr. Stmpson. If the costs go up, then what you are suggesting, 
or what you read into it, is that every time there is an increase in 
cost, we have to levy a new tax to stay within the trust fund. 

I do not think we want to adopt that policy. Or do we? Where 
are we going to put the additional taxes? 

Mr. Barretsmeyer. The increase I am speaking of is the difference 
between the 1954 and the 1958 estimate. We now believe that the 
1958 estimate is a firm estimate. 

Mr. Srupson. We know it is more current than the 1954 estimate. 

Mr. BarrevtsMEeyER. We think so. 

Mr. Suwpson. We put taxes on gasoline on the theory that it was 
a user tax, and the States with which I am most familiar have gen- 
erally chosen to feel that fuel taxes were a matter of State source of 
taxation. 

Mr. Barrecsmeyer. I think most of the States are of that opinion 
right now. 

Mr. Stmpson. I have to go on to the next step, that they would 
rather get the money from some other source, undisclosed. They 
would like to get the tax from some source other than gasoline. 

Mr. BarrevsmMeyer. I am not understanding you. 

Mr. Srmpson. If the States really want, and I think they all do, 
the fuel tax area as one for their own sources of revenue, and at the 
same time want to get some money from the Federal Government 
under the bill, they must expect the Federal Government to get the 
money from other sources. 

Mr. Bartetsmeyer. I think that is right. 

Mr. Srwrson. They are loathe to make suggestions to us, though. 
I wonder if you have any thoughts in mind ? 

I would not expect that you would have it directly, but there are 
other things other than gasoline that go into the concept of the user 
of the highways. There are other things than fuel that go into the 
concept of expenses that are involved in connection with the con- 
struction of highways. 

It occurs to me that everyone who is a user or who is engaged in 
the construction of highways, that the State highway departments, 
to say nothing of the motorist who uses the highway after comple- 
tion, has a very grave interest in the approach by this committee and 
the other committees of Congress on this subject, how we approach 
the question of our care or lack of care in providing and using money 
for this purpose. 

I am presently inclined to vote against a tax increase. I am cer- 
tainly unwilling to make a deficit in the general funds of the Treas- 
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ury to make up a deficit in the highway trust fund created by an 
acceleration of the highway program that Congress directed. 

I do not want us to give the impression that every time the pro- 
gram gets in a hole, the Congress will rush out with a new tax in 
order to make up the deficits. I would rather see a practical approach 
and live within the agreement as originally made. 

I would like to have any comments that you care to make, or you 
may just consider that a speech on my part and let it go into the 
record. 

Mr. Mason. Mr. Chairman 

The CHarrman. Mr. Mason. 

Mr. Mason. I want to follow up Mr. Simpson’s line of question- 


ing. 

The fact that we speeded up last year from our standpoint does not 
mean that we believe that this should be carried on indefinitely, but 
we realize that in the very fact that we forced a speedup, that you 
set machinery into gear, that now if the following year that machinery 
is held up it will cause a tremendous amount of serious damage to our 
economy and to the highway program. 

So that means that we are not increasing the total amount, and this 
$12 billion deficit that we envision is not a result of that speedup or 
had nothing to do with that speedup. It is a result of the underesti- 
mate made in the first place and the increased costs and so forth, so 
that now we know it is going to cost $12 billion more and we must 
face up to that $12 billion increase. 

Perhaps we can face up to it more intelligently after we get the 1961 
report so that we will know just where to place that additional bur- 


den, and upon what sections of our economy, or sections of our popu- 
lation the additional burden must be engines 


I feel that we just have to keep this program going, after putting 
all this machinery into gear, so as not to lose the benefit of this 
speedup. But I do not see that we want it to cost any more or to ex- 
tend the program or any of those things. 

I think we have to make some temporary arrangement for carry- 
ing on the program about as it is going now, and then we must spread 
this additional load as equitably as we can upon the different sec- 
tions of our economy and the different groups of our population. 

That is all. 

The Cuarrman. Mr. Baker will inquire. 

Mr. Baxer. Mr. Bartelsmeyer, referring to page 6 of your testi- 
mony, the second and third paragraph, you state: 

In recent days, however, an interpretation of the Commerce Appropriations 
Act of 1960, Public Law 86-88, indicates that the current trust fund shortage 
will cause the States to be delayed in receiving prompt Federal reimbursement 
for contracts already underway. It is anticipated that this delay would start 
this fall and continue into the spring of next year. 

That is the meat of the coconut as of the moment. Let us see if 
you agree with me that the present situation is as I shall undertake to 
state it. 

Section 209, subsection (d), of the Highway Act of 1956, Public 
Law 227, simply states: 

There are hereby authorized to be appropriated to the trust fund as repayable 


advances such additional sums as may be required to make expenditures re- 
ferred to in subsection (f). 
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That is the authorization to appropriate money from the general 
fund into the trust fund. We agree on that so far, do we not? 

Mr. BarretsMeyer. Yes. 

Mr. Baker. Referring to the specific reference you made to the 
Commerce Appropriation Act of 1960, which I have before me, page 
12— 
for carrying out the provisions of title XXIII, United States Code, to remain 
available until expended, $2,840 million or so much thereof as may be available 
in and derived from the highway trust fund. 

In the debate on the Senate floor, it was said: 

Amendments to the Federal-aid highway trust fund to more clearly pinpoint 
the deficit in the highway trust fund, from which these highway funds are to 
be appropriated. 

To me, that simply means that the Commerce Appropriation Act of 
1960 did nothing that is not already existing law. 

Do you agree with me on that? That is, it will still take an appro- 
priation, the appropriation process, to take any money from the 
general fund and put it into the trust fund, just as contemplated in 
the act of 1956? 

Mr. BarretsMEyYER. That is correct. 

Mr. Baxer. I can see no question but that is the situation. 

So then what happened a few days ago simply pinpointed that that 
has to be done by appropriation process. You both agree on that? 

Mr. BarretsMEYER. Yes. 

Mr. Baxer. I have one question and then I am through. 

This being the last day of the hearings, it seems to me, and I would 
like your comment, that to meet the temporary emergency, regardless 
of long range, if you eliminate bonds, you must either increase taxes 
to some extent or avail ourselves of section 209 of the Highway Act 
by transferring money from the general fund to the trust fund, or a 
combination of both. Is that right? 

Mr. BartetsmMeyer. That is right. 

Mr. Baxer. That is all, Mr. Chairman. 

The CuHarrMan. Are there any other questions? 

Mr. Bartelsmeyer, let me get into this record, if I may, just what we 
did in 1958 since reference has been made two or three times to the 
1958 act. 

As I remember, we increased the total authorizations for apportion- 
ments to the Interstate System from $24,825 million which was in the 
1956 act to a new total of $25,625 million by increases of this sort. 

For fiscal year 1958 we authorized an increase in apportionments 
from $2 billion to $2.2 billion. In 1960, we authorized an increase in 
apportionments from $2.2 billion to $2.5 billion. For 1961 we author- 
ized an increase in apportionments from $2.2 billion to $2.5 billion. 

It has been my understanding, and if I am in error I want to be 
corrected, that that action was taken by the Congress, initially by the 
Public Works Committee of the House, because the States had been 
able to move forward with this program in its inception somewhat 
more rapidly than had originally been considered the States could. 

We thought when we passed the 1956 act it would not be possible 
for you to contract more than $2 billion in authorizations. The States 
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said they could manage $2.2 billion. So overall, the Congress was 
going along with the increased availability of the States to make 
contracts. 

Is that not true? We did not direct you to speed up any program. 
That was not your understanding of it, was it? You were the ones 
that were in the process of being able to utilize more money on the 
basis of greater progress made in the development of your plans, pro- 
grams, and your projects. 

We were trying to answer the needs of the States, as I understood, 
at the timefor these increased authorizations for funds, that you could 
use them, in excess of what you thought you could at the beginning. 
Is that not the case? 

Mr. Bartetsmeyer. Yes. The States were able to accelerate the 

rogram. On top of that, we were actually called before the Public 
Works Committee of the Senate. 

The Cuairman. You were asked to see if you could accelerate? 

Mr. BarTretsMEYER. Yes. 

The CuHatmrman. That is true. I remember that. But the total 
result of this acceleration, from whatever cause it came, was $800 
million for 3 years; is that right ? 

Mr. BarretsMeyer. Well, it is in that vicinity. 

The Cuarrman. Thatiscorrect. It is the difference between $24,825 
million and $25,625 million. That is the acceleration. You have said 
that in order to complete this program by 1975, there must be an 
authorization of at least $214 billion each year between now and then. 

Mr. BarrecsMeyeEr. That is right. 

The Cuarrman. Is that not true? 

Mr. Barretsmeyer. That is right. 

The Cuairman. I do not see that we can expect during the period 
between now and 1975 to be able to reduce the authorizations and 
complete it by 1975. Is that true or not? 

Mr. BartetsmeEyer. That is true; yes. 

The CuarrMan. We just got into the realistic figure of what it takes 
to complete the program between now and 1975. 

Mr. Barrevsmerer. That is right. 

The Cuatrman. And any reduction in that figure for any period of 
time means you cannot complete this system by then. 

Mr. Barretsmeyer. Any reduction will extend the program beyond 
1975, the completion date. 

The CuarrMan. That is the issue, then. Do we want to spread it 
out by reducing apportionments until sometime in the future so that 
it will not be completed in 1975, but perhaps completed in 1980? 
That would be the result of this. 

Mr. BartetsmMeyer. That is right. 

The Cuarrman. Do the highway officials think it ought to be com- 
pleted by 1975 or 1980? 

Mr. BarretsMEYER. We think it should be completed in 1975. 

The CuatrrMan. What difference does it make for that 5-year period ! 
What is involved ? 

Mr. BarretsmMEYER. Well, for one, the intent of the Congress is to 
provide a facility for the year 1975. 
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The CuHarrMAN. That was the whole purpose of it, was it not, when 
we undertook it—to have it through by 1975 

Mr. BarTELSMEYER. Yes. 

The CuarrmMan. The demands that we envisioned in 1975 require 
this system. The demands that we can envision today in 1980 are 
going to require more than this; are they not ? 

Mr. BartecsMeryYeER. There is no question about that. 

The Cuarrman. Actually, we thought we could complete it by 1972 
and have it paid for, but the target date was 1975 all along, that we 
wanted to have everything completed in this program by that time. 
Isn’t that true ? 

Mr. Barrevsmeyer. That is right. 

The Cuarrman. We fixed for 1972. The last apportionment was 
1969, and we brought it up to 1972. We had to do that because 
of the amounts we allocated to it, to get the overall amount of money 
that we wanted. The actual target date is 1975. That is assum- 
ing we will complete it if we apportion no less than $2.5 billion in 
each of the years. 

Mr. Barretsmeyer. That is right. 

Mr. Mason. Mr. Chairman 

The Mr. Mason ? 

Mr. Mason. You have thrown light on this subject. I did not un- 
derstand the speedup was as you have pictured it. If that is true, 
then we must not let this road machinery be dismantled or anything 
or we are not going to meet the target date, if we permit it to slack 
up any 1 year. So it is our job to keep it going to that extent 
in order to meet that target date. 

The Cuarrman. Mr. Johnson, will you do this for me: Will you 
provide for us, and we will include it in the record at this point— 
and I would like to have the charts by not later than 10 o’clock 
Monday morning—charts showing how apportionment should be made 
in the opinion of your experts in order for this system, costing $36 
billion or $38 billion, or whatever it will cost, to be completed by 
1975? 

Mr. Jounson. It will be done. 

The Crarrman. Take the level of apportionments of $2.5 billion 
for each of the intervening years. My mathematics leads me to the 
conclusion that somewhere along the line some apportionments must 
be even greater than that in order to get all of it in and be assured 
of completion by 1975. Isthat true? Will you get those charts up? 

Mr. Jounson. We will have that for you; yes, sir. 

The Cuarrman. Show us about what would happen if we make 
ee of that amount over the period of this time, and 
also what our expenditures will be. 

Will you prepare a chart that will have those lines on it ? 

Mr. Jounson. It will be here. 

The Cuamman. I know if you make apportionments this year, 
you do not spend it all in 1961, but you just begin to spend it in 
1961. 

Can you do that and have it in our hands by not later than 10 o’clock 
Monday morning? 

Mr. Jounson. Yes, sir. 

(The chart to be furnished follows :) 
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The Cuarrman. Mr. Harrison will inquire. 
Mr. Harrison. Going back again to your testimony about the con- 
sultation of the Bureau of Public Roads with the State highway asso- 
ciations before this 1,452 miles was allocated, I have been given a 
press release of October 18, 1957, from the Secretary of Commerce. 

I would like you to look at this, particularly the portion underlined, 
and refresh your recollection as to whether the States were consulted 
about that 1,452 miles. 

Doesn’t that press release from the Secretary of Commerce show 
that the consultation was limited to the 1,000 extra miles on the basic 
system of 41,000? 

Mr. Barreitsmeyer. The previously referred to 13,000 miles that I 
mentioned were furnished the Bureau of Public Roads in request for 
the 1,000 miles. But it was always my understanding that the addi- 
tional mileage was also chosen, or generally chosen, from that 13,000 
miles. 

There may have been a few instances where they were not. In that 
case, the Bureau of Public Roads conferred with the States and gave 
them a chance to request locations along those routes, which was done. 

Mr. Harrison. Doesn’t that statement show, doesn’t that press re- 
lease show, that the first information that the States had that there 
were 1,400 extra miles to be allocated was from that press release? 
In other words, you read about it in the newspaper, isn’t that true? 

Mr. BarretsMEYER. Well, in my instance, I believe I was aware of it. 

Mr. Harrison. You were aware of it? 

Mr. BarretsMeyer. That is my recollection. 

Mr. Harrison. Did the State highway departments of the various 
States know before that release that consideration was given to the 
allocation of anything more than the 1,000 extra miles? Doesn’t that 
press release show they did not? 

a BarTELSMEYER. Well, the press release would sort of contradict 
that. 

Mr. Harrison. I ask that the press release be put into the record. 

ane CuaimrMan. Without objection, it may included in the 
record, 

(The press release referred to follows :) 
U.S. DEPARTMENT OF COMMERCE, 


OFFICE OF THE SECRETARY, 
Washington, D.C., October 18, 1957. 


Two THousanp ONE HunpRED AND Two MILES or New Routes To Bre 
ADDED TO INTERSTATE HIGHWAY SYSTEM 


Secretary of Commerce Sinclair Weeks today announced 2,102 miles of 
hew routes to be added to the National System of Interstate and Defense 
Highways. 

The new routes include not only a 1,000-mile expansion of the Interstate 
System authorized by the Federal-Aid Highway Act of 1956, but also 1,102 miles 
of estimated savings in mileage resulting from adoption of more direct locations 
of routes previously designated. The plan for the routes, approved by the 
bang was recommended by Federal Highway Administrator Bertram D. 
allamy, 

Secretary Weeks said his action was taken with the concurrence of the 
Department of Defense. In developing the plan, consideration was given to 


| Proposals advanced by the various State highway departments for utilization of 


the 1,000-mile addition to the 40,000-mile Interstate System, previously author- 
ized, as well as some other routes of obvious national significance. 
Four basic factors were considered in the choice of the routes. They are: 
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1. National defense. 

2. System integration—the value of the route as a connector between numerous 
centers of population and industry which generate interregional traffic. 

3. Industry—transportation requirements of the manufacturing, agriculture, 
mining, and forestry enterprises in the area traversed. 

4. Population. 

Under the 1,000-mile addition authorized by Congress in 1956, four city-to-city 
routes were approved for designation: 

Ellensburg, Wash., to the vicinity of Pendleton, Oreg., 132 miles. 

Baton Rouge, La., eastward en route to Mobile, Ala., 91 miles. 

Denver, Colo., to the vicinity of Cove Fort, Utah, 547 miles. 

Fargo, N. Dak., to Sioux Falls, S. Dak., 230 miles. 

The routes chosen for designation under the original 40,000-mile authorization 
include five new city-to-city highways totaling 886 miles and 216 miles in or near 
urban areas. The city-to-city routes are: 

Canton, Ohio, to Charlotte, N.C., 431 miles. 

Pittsburgh to Erie, Pa., 102 miles. 

Ogden to Echo Junction, Utah, 40 miles. 

Nashville, Tenn., to Cairo, Il1., 170 miles. 

San Antonio to Corpus Christi, Tex., 143 miles. 

In addition, the 216 miles include urban connections in Chicago, Philadelphia, 
St. Louis, Washington, D.C., Kansas City, Louisville, Omaha, and Duluth, as well 
as the earmarking of mileage to provide circumferential or belt routes for cities 
of more than 200,000 population where routes already designated fail to provide 
such facilities. 

The cities involved are Cincinnati, Ohio, Louisville, Ky., San Diego, Calif, 
Akron, Ohio, Springfield-Holyoke, Mass., Dayton, Ohio, Hartford, Conn., Okla- 
homa City, Okla., Syracuse, N.Y. Jacksonville, Fla., Scranton, Pa., Salt Lake 
City, Utah, and Sacramento, Calif. 

Secretary Weeks directed the Bureau of Public Works to issue letters of 
approval for all routes in the group which have already been proposed by the 
State highway departments and to open discussions on the remaining routes to 
accomplish early designation through coordinated State and Federal action. 

The Secretary said that inclusion of the new routes in the Interstate System 
would greatly enhance its value as a transportation network, opening new 
arteries for the interflow of people and goods between important regions of the 
Nation. 

Residents and industries in large areas of Ohio, West Virginia, western 
Pennsylvania, and western New York, as well as those of Florida, Georgia, South 
Carolina, and a large part of North Carolina and Virginia lack adequate highway 
connections between the two regions. Likewise, St. Louis, Kansas City, and 
areas to the northwest had no interstate route connecting with the southeastern 
region of the United States. The Pittsburgh-Erie, the Canton-Charlotte, and 
the Nashville-Cairo additions make up for these deficiencies. 

The route westward from Denver is a modification of one proposed by the 
States of Colorado and Utah. The proposal involved a route from Denver to 
Spanish Fork, Utah, en route to Salt Lake City which would largely duplicate 
service provided by the designated Denver-Cheyenne-Salt Lake City route. By 
bending the western end of the route southward to provide a direct connection 
between Denver and southern Utah, it will be possible to serve traffic moving 
back and forth between southern California and the Denver region. 

The Sioux Falls-Fargo connection completes a link in a continuous route of 
continental importance running from Mexico City to Winnipeg, Canada. The 
route from Ellensburg to the vicinity of Portland completes a direct connection 
from the port of Seattle to the interior. 

The short route extending eastward from Baton Rouge is a link in an 
east-west route located inland from the exposed and vulnerable coast across 
southern Louisiana and Mississippi. The 40-mile cutoff between Ogden and 
Echo Junction is needed for service to traffic between the northwestern States 
and the interior. 

The Interstate System is financed by 90 percent Federal and 10 percent State 
funds. The legislation establishing it provided that the system “connect by 
routes, as direct as practicable, the principal metropolitan areas, cities, and 
industrial centers, to serve the national defense, and to connect at suitable 
border points with routes of continental importance in. the Dominion of Canada 
and the Republic of Mexico.” 

Since passage of the Federal-Aid Highway Act of 1956 some 1,950 miles of 
the system have been placed under construction. 
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The Cuartrman. I think it is important to bear in mind that regard- 
less of whether this additional amount should have been allocated or 
not, or made available, that there was not a mile of it that was not 
within the recommendations of the State highway officials in the over- 
all 13,000 miles that they had recommended. 

They didn’t go beyond that in any respect, did they, in making these 
allocations ? 

Mr. BarretsmeyeEr. Not to my knowledge. 

The Cuatrman. The Bureau of Public Roads had before it requests 
from the States for some 18,000 miles additional for the Interstate 
System. Isthat not true? 

Mr. Barretsmeyer. That is right. 

The Cuarrman. Out of that 13,000 miles, 1,100 miles was selected ; 
is that not true? 

Mr. BarretsMeyer. Plus the additional amounts caused by shorten- 
ing routes. 

The Cuamman. Actually, they have not allotted to the States all 
of the 1,452 miles that resulted from shortening. They kept in re- 
serve 350 miles. 

Mr. BarrevsmMeyer. 350 miles; that is right. 

The CuatrMan. So it was 1,102 miles, as I recall, that was actually 
apportioned among the States, and that was done entirely out of the 
13,000 miles additional to the Interstate System requested by all the 
various States, was it not? 

Mr. Bartetsmeyer. That is my understanding; yes. 

Mr. Harrison. Your understanding ¢ 

The Cuarrman. That is what you said earlier, or I understood you 
to say. 

Mr. Yes. 

The Cuarrman. I would suggest that we be clear on this point. 
If you want to get the information and put it into the record, I would 
like to have it. Can you tell us, on the basis of the information 
you received, that all of this 1,102 miles came from this original 13,000 
miles recommended by the States? 

Mr. Barre.sMEYER. I would suggest that that information could 
be received from the Bureau of Public Roads. 

The Cuatrman. I thought we had it in the record from the Bureau 
of Public Roads that that was the case. I did not know there was 
any question about it. 

Mr. Barretsmeyer. That is my understanding. I will stand by it. 

The Cuarrman. We will try to get it from the Bureau of Public 
Roads, if it is not in the record, 

Mr. Bartelsmeyer, again we thank you, sir, for coming to the com- 
mittee to give us the thinking of the American Association of State 
Highway Officials. We appreciate your being accompanied by Mr. 
Johnson. 

Mr. Barrevsmeyer. Mr. Chairman, I have been handed a statement 
by Mr. Everett S. Preston, director of highways of the State of Ohio. 

The Cuairman. Do you want to include that in the record ¢ 

Mr. BarTeLsMEYER. Yes. 

The Cuatrman. Without objection, that will be included at this 

oint. 
, (Mr. Preston’s statement follows :) 


TOUS 
ture, 
-city 

~ 

hi 
well 
ities 
vide aa 
ulif,, 
ake 

ot 

the 
tem 
new 
fern 
uth 
way 
and 

the 
ate 
By 4 
‘ion 
‘ing 
of 
rhe 
ion 

an 
‘OSS 
nd 
ites 
ate 
by 
ind 
ble 
ida 


344 HIGHWAY FINANCING PROGRAM 


STATEMENT oF E. S. Preston, Director, OH1I0 DEPARTMENT OF HIGHWAYS 


I make this statement because my home State of Ohio, like the Federal Goy- 
ernment, has a moral obligation to the people who pay taxes in both levels of 
government. 

Ohio is keeping faith with its 9\%4 million residents and has moved forward in 
its efforts to construct as rapidly as possible the National Interstate and Defense 
System which Congress committed the Nation to in 1956. 

Because of the national highway financing problem, Ohio faces: 

1. A curtailment of its highway program from $300 million a year toa 
rate of about $50 million annually. 

2. Shelving of every interstate project. No interstate projects have been 
sold since June. Just this week, Ohio was forced to cancel the sale of $7 
million in primary road projects because it also has used all its allocation of 
Federal primary funds. Interstate sales were halted earlier. 

3. Unemployment of 10,000 workers in the highway construction industry 
with resulting loss in annual payroll in excess of $200 million. 

4. A breakdown of negotiations with industry wanting to locate in the 
State because of proposed highways. 

5. A declining economy in areas dependent on good roads. 

Although it recognizes the burden of taxes already imposed on the motorists it 
passed this year a 2 cents per gallon gasoline tax increase so it would be ina 
position to fulfill its part of the bargain with the Federal Government. This 
makes the present combined Federal-State gasoline tax in Ohio 10 cents. 

Ohio has its share of matching road money and is ready. But we cannot pro- 
ceed without some assurance from the Federal Government that the 1961 alloca- 
tion will be forthcoming. 

People in Ohio know the State already has lent the Federal Government $40 
million through approved procedure as prescribed by the Bureau of Public Roads, 
because the State believed it was the intent of Congress to build the system as 
rapidly as possible. The loan was in the form of contracts let in anticipation of 
the 1961 allocation. 

People in Ohio also face the possibility of driving by huge stretches of inter- 
state highways which cannot be used because the State will be unable to let 
contracts for connecting projects. 

We believe there are two very serious economic factors which should be taken 
into consideration before Congress arrives at a solution. We feel that a thor- 
ough understanding of these factors can lead to but one conclusion. That the 
highway construction program should be continued at or near past levels. 

The factors are these: The direct and indirect economic waste caused by any 
interruption or substantial curtailment of the program. 

If there is a substantial interruption in the program many contractors will be 
forced to cut back on their recently enlarged organization of both equipment and 
personnel. When the program is resumed a second buildup will be necessary. 
These rapid changes will cause losses which, without question, will show up in 
future construction costs. These increased costs represent one economic factor. 

The other one is this: These tremendous new highways are opening new 
frontiers for economic expansion—frontiers which have remained undeveloped 
because inadequate transportation facilities have been simply choking off eco- 
nomic expansin. Any delay in the building of these new interstate and defense 
highways will retard economic expansion we could otherwise confidently look 
forward to. 

As far as Ohio is concerned, the important factor is not how Congress solves 
the problem of continuing Federal-aid program ; rather, the vital question is when. 
If Congress does not soon authorize the 1961 interstate and ABC allocations, it 
will result in the loss of at least 10,000 jobs in the highway-construction industry 
in Ohio alone. This would involve no less than $200 million in annual payroll. 
Like falling dominoes, the adverse impact will be felt in all allied business such 
as the suppliers of materials which go into highways and the manufacturers 
of roadbuilding equipment. 

When Congress passed the Federal-Aid Highway Act of 1956, it committed 
the Nation to building a very badly needed system of highways. The financing 
portion of the act provided for an amount of revenue equal to the then antici- 
pated cost of the system. The financing section, however, did not contemplate 
then, and does not now, that revenue in each fiscal year would equal the amount 
spent in that particular year. An added amendment, commonly called the Byrd 
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amendment, forced a situation in which the program had to be kept on a year- 
by-year pay-as-you-build schedule. The financing section, however, never was 
revised to meet this condition. As a result, even if Congress had not accel- 
erated the program last year, and had the cost not increased substantially, the 
expenditures in some years would have exceeded income on the basis of a 13-year 
rogram. 

F We believed then, and we are just as convinced now, that the system will pay 
for itself when it is built. The vital issue, it seems to Ohio, is to build it ade- 
quately as rapidly and economically as possible. 

We favor the pay-as-we-build concept, but we see nothing wrong with apply- 
ing the principle to the life of the program, rather than on a year-to-year basis. 

If Congress feels that in order to continue the interstate program at or near 
past levels some tax adjustment must be made, we are convinced this would 
be much more acceptable to the American motorists than a complete cessation 
for a 2-year or longer period. 

Without being presumptuous, I would like to point out to this committee how 
inconsistent it would be to call a 1- or 2-year moratorium on allocation of Federal 
funds when related to action of Congress last year. As you recall, Congress then 
authorized the spending of an additional $1.6 billion on highways to counteract 
the recession. It certainly seems that halting the program at this time would 
completely negate any antirecession effect which last year’s action may have had. 

In conclusion, I would like to summarize Ohio’s position in this manner: Take 
any reasonable course you deem best to solve this impasse. But, by all means, 
keep the program moving at or near past levels. It is economically sound to 
continue the program and, conversely, economically unsound to interrupt the 
program, 

We firmly believe that Congress has an economic, moral, and political respon- 
sibility to continue this long-overdue highway-construction program. Any com- 
bination of the currently considered methods to allow continuance of the pro- 
gram would, in our opinion, be workable and acceptable. 

Whichever solution you select will be much more economical than halting the 
program entirely or authorizing only a token program. 


The CHarrMan. Our next witness is Mr. Thomas. 


STATEMENT OF J. K. THOMAS, CHAIRMAN, LEGISLATIVE COM- 
MITTEE OF THE NATIONAL ASSOCIATION OF MOTOR BUS OPERA- 
TORS 


The Cuarrman. Please identify yourself for the record by giving 
your full name, address, and the capacity in which you appear. 

Mr. Tuomas. Mr. Chairman, and members of the committee, my 
name is J. K. Thomas, and I appear today as chairman of the Legis- 
lative Committee of the National Association of Motor Bus Operators. 
I am a vice president of the Atlantic Greyhound Corp., a member of 
the association. Ours is the national trade association for the industry 
which provides intercity motor bus service. 

Our industry has consistently supported the expanded highway pro- 
gram. During the hearings on the 1956 Highway Act, we indicated 
our readiness to attempt to absorb the additional taxes originally 
proposed, despite the hardships involved. 

We presented irrefutable evidence at that time, however, that any 
further tax burdens on this industry would impose an intolerable 
financial burden and would jeopardize existing essential transporta- 
tion services. 

Our position today is unchanged. We believe that the highway 
construction program can proceed substantially on schedule without 
undue delay by raising needed revenues from sources other than an 
increased tax burden on highway users. 
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The Highway Act of 1956 authorized a total of $25 billion over 
a 13-year period for the construction of a 40,000-mile Interstate High- 
4 System. 

ctual expenditures were expected to continue over a 16-year 
period, due to the timelag between authorization and construction, 
Additional sums were authorized in the regular, but expanded, ABC 
roads program, the program of Federal aid for primary, secondary, 
and urban road extensions. __ 

To pay for the expanded highway program, Congress turned to a 
new concept of highway financing, the highway trust fund. The 
fund’s revenues were to come from certain existing, increased and 
entirely new taxes, levied on highway users. 

Total revenues over the 16-year period of the highway program 
were set at a level to match total expenditures, although there was to be 
a period in the middle years during which expenditures would exceed 
revenues. As originally proposed, that deficit in the middle years 
was to be paid out of excess revenues in the early and later years, with 
repayable advances from the general fund during the middle years. 

efore final approval of the 1956 act, however, the Senate added the 
so-called Byrd pay-as-you-go amendment. That amendment pro- 
hibited authorizations which would create a deficit in the trust fund, 
but it did not provide any alternative for financing the programed 
deficit of the middle years. 

Thus, from the very outset, the highway program and its trust 
fund have had a built-in contradiction. And the Highway Act of 
1958 only increased the problem. 

As an emergency antirecession measure, an additional $1 billion 
was authorized for commitment in the first part of the program. To 
avoid immediate curtailments of commitments, the act also suspended 
the Byrd amendment for 2 years, fiscal years 1959 and 1960, thus 
postponing the need for a decision on financing the programed defi- 
cit until the time for commitment of the 1961 authorization. 

The hour of decision is now at hand. Commitments under the 1961 
authorization must be made immediately if construction is to proceed 
uninterrupted, But, in view of the Byrd amendment, the Secretary 
of Commerce has had to announce that there can be no commitments 
of the 1961 authorization. 

We are entering the period of deficit programed for the middle 
years. If authorized funds were fully apportioned, the cash surplus 
in the trust fund would be exhausted in the current fiscal year, and 
there would be a deficit of $1 billion by the end of 1961, and of $2 bil- 
lion by the end of 1962. 

We suggest that there are several possible courses that Congress 
might follow in providing needed revenues so that the highway pro- 
gram can proceed without undue delay during its middle years. 

First, the Byrd amendment might be repealed, permitting the trust 
fund to borrow from the general fund as originally planned. 

Second, the trust fund might sell revenue bonds directly to the 
general public. 

Third, a part or all of the taxes which are now paid by the high- 
way users into the general fund, such as the general fund’s share of 
the excise taxes on new automobiles, trucks and buses, could be trans- 
ferred to the trust fund. 
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Our industry recommends that the money needed at this time should 
be obtained by any of these methods. I would like to point out that 
none would materially affect the 1960 budget. The deficit in the trust 
fund is expected to be small at the end of this fiscal year. 

We are unalterably opposed to an increase in gasoline taxes. Sup- 
porters of such an increase seek to cloud the issue by pointing to the 
fact that estimates of the cost of completing a 40,000-mile Interstate 
Highway System have increased sharply since enactment of the 
1956 act. The cost is now placed at $34 billion, an increase of $9 bil- 
lion over the $25 billion estimate in 1956. 

We readily agree that the increase of $9 billion in estimated cost is 
a significant development, But the advocates of a gasoline tax are 
crossing their bridges before they come to them. 

The Congress has not increased the $25 billion program originally 
authorized to $34 billion. The problem before your committee, then, 
is how to finance the $25 billion in original authorizations during 
the middle years of what is admittedly a self-liquidating program. 

There are several good reasons why the decision on how to finance 
an additional $9 billion in authorizations should be deferred until the 
Congress decides to make such authorizations. 

First, this committee cannot determine the amount of additional 
revenues needed annually until Congress sets the period and level of 
for the additional $9 billion. 

econd, actual trust fund revenues will exceed original estimates 
by a considerable amount. Revenues in 1958, a recession year, ex- 
ceeded estimates by 6.5 percent. Thus, a significant part of the addi- 
tional $9 billion will be raised without a change in taxes. 

Third, the question of the distribution of the highway tax burden 
is under study by the Department of Commerce under the mandate 
of the 1956 Highway Act. Any revision of the present revenue struc- 
ture should be deferred until the Department’s final report is sub- 
mitted in January 1961. 

Finally, your committee is undertaking a comprehensive review 
of our overall tax structure. Any increase in the taxes assessed for 
the benefit of the trust fund should be delayed until your committee 
has completed its deliberations. 

At this point, we want to mention that the prospective deficit in 
the trust fund which confronts your committee today has not resulted 
from an excess of expenditures on the highway program. 

By the end of 1962, the fund will have paid $2 billion on author- 
izations which were made prior to the 1956 Highway Act. Another 
$1 billion will have been paid on the expenditures authorized in 1958 
as an emergency antirecession measure. If those amounts had not 
been charged against the trust fund but, instead, payments from the 
fund had been limited to the expanded Federal program, there would 
be a $1 billion surplus at the end of 1962 instead of the $2 billion 
deficit anticipated. 

We urge that your committee reject the increase in fuel taxes pro- 
posed by the administration. Not only is such a drastic measure 
unnecessary at this time, but it would be patently unfair. 

At present rates, the highway users wit pay more than $17 billion 
in excise taxes into the general fund, over the ont oo period of the 
highway program. Thus, the total tax burden on highway users still 
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exceeds the estimated total cost of the Federal highway program by 
almost $8 billion, even after allowing for the anticipated $9 billion 
increase in costs. And this tax burden has been imposed despite the 
fact that many others also benefit directly from the highway program. 

The extent to which such non-highway-user groups benefit from 
the program is graphically shown in the third progress report of the 
Secretary of Commerce on the highway cost allocation question. 

Under such circumstances, I am sure that even the stanchest sup- 
porters of an increased fuel tax could not defend it as the fair or 
equitable solution to the problem. How, then, can such a drastic 
measure be justified at this time ? 

The increase in motor-fuel taxes would be extremely harmful to 
intercity transportation service and, as a consequence, harmful to the 
rural communities and lower income groups who rely on the intercity 
bus industry for essential transportation. There are about 40,000 
communities in the United States which are dependent upon our buses 
as their only means of common-carrier passenger transport. 

In addition, we provide these communities with package-express 
and pouch-mail services. Hospitals and industrial plants in many 
of these towns depend on this service for emergency shipments and 
many of our smaller post offices receive and dispatch all of their 
first-class pouch mail by intercity bus. 

The economic health of the intercity bus industry is not good. 
Passenger traffic has been declining rather steadily for the past dozen 
years, primarily as a result of the increase in use of private auto- 
mobiles. The total decline over this period has been more than 30 

ercent. This fact, coupled with steadily rising costs, has resulted 
in substantial cuts in service, abandonment of some routes, and com- 
plete liquidation of a substantial number of carriers. 

Following a thorough study of intercity bus operations, the Inter- 
state Commerce Commission concluded that the total expenses of car- 
riers, exclusive of income taxes, should not be in excess of 85 percent 
of gross revenues. 

An analysis of operations during 1958 showed that the industry was 
far short of that goal. At least four out of every five of the larger 
carriers had expenses totaling more than 85 percent of revenues; one 
out of two had expenses totaling more than 95 percent of revenues, 
while nearly a fourth actually finished the year in the red. 

The condition of our small carriers is even worse. Figures for 
1958 are not available, but representative data for 1957 indicate that, 
for this entire group, expenses exceeded 98 percent of revenues. 

These small carriers are a large and important part of our industry. 

Out of almost 1,000 intercity motor bus operators subject to the 
jurisdiction of the Interstate Commerce Commission, only about 150 
have annual gross revenues of $200,000 or more every. year. The 
majority of the remainder are very small enterprises; many of them 
are family affairs involving the operation of one, two, or three buses. 
Yet the small bus operators are in the most precarious financial con- 
dition and would be hardest hit by the increased tax. 

The officials of many States have become so concerned over the 
alarming rate of bus company failures and the consequent loss of 
essential service that tax-relief measures have been found necessary. 
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In New York State, for example, it was found that 73 communities 
have been deprived of all or a substantial portion of their bus service 
since 1951 as a result of the net decrease of 103 companies supplying 
such services. Recognizing that the tax burden was an extremely 
important element in these failures, the State legislature exempted 
the bus carriers from the March 1, 1959, increase of 50 percent in the 
State motor fuel tax and repealed the 2 percent tax on the gross reve- 
nues of the bus companies. 

Thus, the increase in the Federal fuel tax proposed by the adminis- 
tration could be the difference between survival and failure for many 
of the members of our industry. It would be contrary to what is 
rapidly becoming a nationwide effort to keep the intercity bus car- 
riers healthy. And, by crippling our service, the tax would harm the 
less privileged and lower income segments of the Nation’s population. 

We appreciate very much the opportunity to present our views 
and most earnestly urge the committee to reject the proposal for any 
increase in the fuel tax. 

The CuHatrman. We appreciate your bringing your statement to 
us and presenting the views of the National Association of Motor 
Bus Operators. 

Are there any questions ? 

Tf not, the committee will recess until 1:30 this afternoon. 

(Thereupon, at 12:20 p.m., the committee recessed, to reconvene 
at 1:30 p.m., same day.) 


AFTERNOON SESSION 


The Cuarrman. The committee will please be in order. 
Our next witness is Dr. Behling. 


STATEMENT OF BURTON N. BEHLING, ECONOMIST, ASSOCIATION 
OF AMERICAN RAILROADS 


The Carman. Dr. Behling, although we recall your previous ap- 
earances before the committee, will you please identify yourself again 
or this record ? 

Dr. Yes, sir. 

Mr. Chairman, members of the committee, my name is Burton N. 
Behling, and my position is that of economist for the Association of 
American Railroads. I appear here for the association and its mem- 
ber railroads, which in terms of mileage and of revenues account for 
more than 95 percent of the railroad industry in the United States. 

As a major industry, the basic concern of the railroads with the 
problem of financing the large and expanding Federal highway pro- 
gram is that the fiscal policies and condition of the Government shall 
be sound. 

The immediate interests of the railroads in this matter are two- 
fold: We are general taxpayers; and we must compete as self-support- 
ing business enterprises with highway transportation business con- 
ducted on publicly financed facilities. 

The railroads believe that the essential issue before this committee 
is preservation of the pay-as-you-go policy of financing the Federal 
highway program with revenues obtained from highway users, as 
set forth in the Highway Act of 1956, without drawing upon general 
taxpayer funds. If we do not adhere to this sound and sensible policy 
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now, under present conditions in the economy, whenever could we 
expect to do so? 

To deviate from pay-as-you-go would be nothing less than danger- 
ous playing with fiscal fires. Certainly there is no assurance of gen- 
eral budgetary surpluses in the years ahead from which deficits in 
the highway trust fund could or should be sustained. 

We need only take note of the budgetary deficit of some $12.5 
billion in the 1959 fiscal year just ended and then be reminded that a 
modest surplus had been anticipated when the budget for that year 
was first presented in January 1958. 

Who can definitely predict budget surpluses 2 or 3 years hence? 

But even if such easy assumptions could be taken on faith, general 
budget surpluses should not be mortgaged to support the highway 
program. This would obstruct debt control and reduction, would 
thwart needed reductions of general tax burdens when conditions per- 
mit, would threaten general taxpayers with further increased burdens 
in the future, and would seize on behalf of highway users general tax- 
payers funds needed for other purposes, such as defense, which can 
only be financed with general tax revenues. 

The highway program is a clear-cut instance of a Federal under- 
taking that easily can be, and should be, self-financing all the way and 
with no temporizing. It now is evident that the step-up in the high 
way program authorized in 1958 has aggravated the fin Fann of main- 
taining the trust fund in balance, and, of course, if there were to be 
any further step-ups these difficulties would be still further magnified. 

Organized commercial groups of highway users, with support from 
their suppliers and industries, standing to gain from highway con- 
struction, incessantly promote ever large highway programs, even as 
they ignore the realities of prudent financing and avidly seize upon 
any pretext or expediency to shun the problem of meeting the costs. 
Commercial operators on the public highways have made it abun- 
dantly clear, before this committee and elswhere, that they demand 
more and better heavy-duty highway facilities, but do not want to pay 
for them. 

These divergent strivings continue, highlighted at the moment by 
attempts to cover impending trust fund deficits by dipping into gen- 
eral funds or, what amounts to the same thing, by converting still 
more of the general fund excise taxes into highway trust fund taxes. 
The effect upon the Federal budget would be precisely the same in 
either case. 

It is well to remember in this connection that most of the revenues 
now going into the highway trust fund are being derived from excise 
taxes which were in effect as sources of general revenue long before 
1958 when the Highway Revenue Act was passed. 

The table appended to my statement, which I request be made a 
part of the statement for inclusion in the record, shows that for the 
period 1957-62 over 70 percent of the funds for the Federal-aid high- 
way program are being derived from excise tax revenues that were 
going to the- general fund prior to 1956. Thus, less than 30 percent 
of the funds have come, or are scheduled to come, from new or in- 
creased taxes provided by the 1956 act. Moreover, the proportion 
coming from pre-1956 general fund taxes is rising and by 1962 will 
be over 77 percent. 

(Table referred to follows:) 
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Eapenditures from highway trust fund and sources of revenue, 1957-62 


Expenditures | Percentage of ex- 
Receipts from from trust fund | penditures from 
Expenditures additional taxes | over and above general-fund 
from highway levied by 1956 receipts from taxes in effect 
Fiscal year trust fund ! act 2 additional taxes | before Highway 
(million dollars) | (million dollars) | levied by 1956 act | Revenue Act of 
(col. 1 less col. 2) 1956 (col. 3+ 
(million dollars) col. 1100) 


(4) 


(1) (2) 


11960 budget message of the President, p. M49. 

Computed by applying proportions between the existing and the new or increased taxes as estimated 
in report of the Committee on Public Works on H.R. 10660, H. Rept. 2022, 84th Cong., 2d sess., p. 46, to 
revised estimates of receipts, less refunds, contained in letter from Acting Secretary of the Treasury on 
financial condition and results of the operations of the highway trust fund, fiscal year 1958, H. Doc. 92, 
86th Cong., Ist sess., p. 9. Receipts from the manufacturers’ excise tax of 8 percent on trucks, buses, truck 
trailers, etc., which was already in effect when the Highway Revenue Act of 1956 became law, are not 
included as receipts from additional taxes. 


Mr. Brune. Particularly in view of these circumstances, any 
further diversion of existing general fund taxes into highway trust 
fund taxes would be wholly unwarranted. Such diversion would re- 
quire finding other general tax revenues as replacement or incurring 
future budget deficits. 

You have heard before and will again suggestions that general and 
defense benefits from highways justify the use of general tax revenues 
in highway financing. This is an excuse, a smokescreen to escape 
responsibility for highway costs by shifting them from users to the 
general body of taxpayers, including the railroads. The same fal- 
lacious theory of general and defense benefits could be advanced on 
behalf of any essential industry or any worthwhile economic activity 
seeking to be supported by general taxpayers. 

In the case of highways, the general benefits are nothing more than 
the transmitted or reflected effects of highways used and available 
for use. In our kind of economic system the proper place for the 
—_ to be imposed is on the users as the direct and significant bene- 

ciaries. 

A contention also heard is that no additional highway user charges 
should be levied until the section 210 studies of cost responsibilities 
and benefits shall have been completed in 1961 by the Secretary of 
Commerce in accordance with directives contained in the Highway 
Revenue Act of 1956, as amended. 

It is true that Congress by these provisions of section 210 has re- 
served a more final determination of equitable highway user charge 
structures until these reports have bene submitted and considered. 

Nevertheless, the inescapable fact is that right now there are im- 
mediate financing problems that will not wait. The time for positive 
action on them is now, without letting them pile up for disposition 
some years hence. Failure to increase user taxes and revenues on an 
interim basis now, while letting programed expenditures go on undi- 
minished, would only store up troubles for the future. The financing 
difficulties would multiply and meanwhile the pay-as-you-go poiicy 
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would be shunted aside. Immediate and timely action on the interim 
financing problem will in no way conflict with the declared intent of 
Congress to consider further determinations and adjustments of high- 
way user taxes whenever the section 210 studies have been completed 
and considered by the Congress. 

We agree that it would not be feasible now to make final determina- 
tions as to equitable highway user tax structures in dealing with the 
emergency financing problem now before you. 

When we appeared before this committee in February 1956, before 
the Highway Revenue Act of 1956 was enacted, we demonstrated that 
a tax on motor fuels at a uniform rate cannot by itself produce equit- 
able results as between light and heavy vehicles, for the reason that 
it overburdens private motorists and owners of other light vehicles 
with highway costs which the operators of large and heavy vehicles 
should but would not pay. Hence, the fuel tax must be supplemented 
with additional and compensating charges on the large and heavy 
commercial vehicles. 

Congress in the 1956 act recognized this fact and made a start, 
though only a start, toward correcting the fuel tax deficiency by im- 
posing a supplemental tax at the rate of $1.50 a year per 1,000 pounds 
upon vehicles with taxable gross weight of more than 26,000 pounds. 
Pending completion of the section 210 studies of highway cost respon- 
sibility and of the road test now underway in Illinois, there should 
be no retreat from the sound principle recognized and in part estab- 
lished by Congress in the 1956 act. 

Accordingly, in the emergency financing now to be acted upon by 
this committee, the special tax on heavy vehicles should be increased at 
least in proportion to any increase adopted in the tax on motor fuel. 
Thus, for example, if the rate of fuel tax were to be increased from 3 
to 4 cents a gallon, the special tax on heavy vehicles should at least 
be correspondingly increased from $1.50 to $2 per 1,000 pounds. 

At the same time, there should be a greater increase in the tax rate 
on highway diesel fuel than on gasoline, in recognition of the fact 
that diesel-powered vehicles obtain about 50 percent more miles per 
gallon than do similar gasoline-powered vehicles. For this reason the 
same rate of tax on both fuels cannot be a proper yardstick of high- 
way use. 

The only feasible alternatives to immediate increase of user taxes 
would be: 

(1) To stretch out the highway spending program over a longer 
period of time, or 

(2) To substantially reduce the Federal share of the costs of the 
Interstate Highway program below the present 90 percent. 

Those alternatives, as has been brought out in these hearings, would 
not solve the emegency financing poblem. 

If highway users generally are really opposed to increased user taxes, 
this may mean that they favor a stretchout or a reduction of the 90 
percent Federal share for the Interstate System costs. The only other 
explanation would be that spokesmen for organized highway user 
groups would have you believe that highway users generally are not 
willing to pay for what they get and are not interested in holding 
down burdens on general taxpayers. 

As another avenue of temporary escape, it has been suggested that 
there be resort to borrowing to cover impending deficits in the high- 


_ 
|. 
= 


HIGHWAY FINANCING PROGRAM 353 


way trust fund. This would further complicate the Government’s 
already extremely difficult problems of debt management and re- 
funding operations. 

If, nevertheless, this expedient should be decided upon, and we are 
not recommending it, such borrowing should be with revenue bonds 
having a definite first claim on future trust fund revenues for repay- 
ment of principal and interest so that no future clamor for “forgive- 
ness” could arise. 

With eyes fully open, it should also be recognized that such borrow- 
ing would only postpone the necessity of increased user taxes, since 
there are no future surpluses in sight from existing trust fund taxes 
with which to service the bonds. Thus, unless the highway program 
is to be stretched out, the real choice is whether to increase user taxes 
now or later, with interest as the price to pay for putting off this de- 
cision on taxes. 

Thank you. 

The Cuatrman. Dr. Behling, you have already had included in 
the record the table that you had appended to your statement. 

Dr. Benue. Yes, sir. 

Could I also at this time, Mr. Chairman, since there have been 
references to highways for defense and to the position of the Depart- 
ment of Defense, could I offer for the committee and for the record 
some excerpt from the testimony made by the Department of Defense 
witness at the hearings before the House Public Works Committee in 
1955? 

The Cuamman. That will be placed in the record, without ob- 
jection. 

(Information referred to follows :) 


Excerpts from testimony of Maj. Gen. Paul F. Yount, Chief of Transportation, 
U.S. Army; and witness for the Department of Defense at hearings before 
the House Public Works Committee on proposals for an expanded highway 
program—Hearings on H.R. 4260, part I, April 21, 1955 


“* * * consideration has been given to Army, Navy, and Air Force installa- 
tions; key industrial areas important to the national defense; principal trans- 
portation centers; routes considered to be of strategic importance in the de- 
fense of the United States; and efficient highway transportation. Based on 
these considerations and related matters, it has been determined by the De- 
partment of Defense that the National System of Interstate Highways is the 
principal system of highways to serve the national defense” (p. 158). 

“Highways to serve the national defense have been the subject of continuing 
study between the military staffs and the staffs of civilian highway agencies. 
As a result, the Department of Defense has designated the National System of 
Interstate Highways the principal system of highways to serve the national 
defense. It has done so because it believes a relatively small, uniformly de- 
signed, and efficient system of connected highways, interstate in character, is 
essential to the national defense. In addition, it is clear that the military high- 
way system needs and the civilian highway system needs cannot be economically 
separated. Accordingly it has been the constant view of the Department of 
Defense that the highway system needs of the national defense should be 
provided for by integrating the defense needs to the normal civilian highway 
programs” (p. 159). 

* * * * « 


“* * * Equipment for the modern Army is much heavier, harder hitting, and 
faster than was foreseen only a few years ago. The weapons of the future will 
be the fastest and hardest hitting that can be developed. The trend has been 
toward heavier weapons. In this connection our objective is to distribute the 
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military vehicle loads on the pavements and bridges so that defense highway re 
quirements are within the requirements for efficient and effective highway 
transportation to serve our peacetime economy * * *” (p. 158), 


“* * * the Department of Defense policy is that we will distribute the load 
or divide it where that is possible so as not to come to the Congress and ask 
for a special super-supersystem of highways, which would serve only one pos- 
sible purpose, namely, defense. The highways that meet our civilian needs are 
also adequate to meet our military needs” (p. 173). 

The Cuarrman. Are there any questions of Dr, Behling? 

If not, Dr. Behling, we thank you for coming to the committee and 
giving us the enthusiasm that you have expressed. 

Our next witness is Maj. Gen. Louis W. Prentiss, executive vice 
president, American Roadbuilders Association. 


STATEMENT OF LOUIS W. PRENTISS, MAJOR GENERAL, U.S. ARMY 
(RETIRED), EXECUTIVE VICE PRESIDENT, AMERICAN ROAD 
BUILDERS’ ASSOCIATION 


The Cuatrman. We have known you for a great number of years, 
General Prentiss. You used to be a part of the Corps of Engineers 
of the Army. We welcome you to the committee, m5 we are glad to 
recognize you to proceed at this time. 

General Prentiss. Mr. Chairman and Congressman Mason, it is a 
pleasure for me to have this opportunity to appear before you gentle- 
men, particularly to see you, Congressman Mills, again. 

I am Louis W. Prentiss, executive vice president of the American 
Roadbuilders’ Association, with headquarters in Washington. We are 
a national organization, organized in 1902, with membership repre- 
sentative of the entire highway industry and the highway engineering 
profession. Our 7,000 members include educators, contractors, manu- 
facturers, material suppliers, highway oflicials and engineers, consult- 
ing engineers, and commercial and investment bankers. 

Our major objective is, and always has been, a long-range, balanced, 
soundly financed highway program in the interests of the economic 
development of our country, motoring safety, and the requirements of 
the national defense. 

We are grateful for the invitation of this committee to testify. 

We have been especially interested in the development and prog- 
ress of the work on the National System of Interstate and Defense 
Highways. 

The concept of highway planning embodied in the Highway Act of 
1956 is very much in harmony with the objectives of our association, 
with particular respect to the long-range aspects of the program. 
We believe that such an approach to highway planning, financing, 
and construction is much to be preferred to a year-by-year, stop-and- 
start, boom-and-bust method. 

As a matter of fact, the American Roadbuilders’ Association was 
called upon, during the lengthy discussions which preceded the enact- 
ment of the 1956 act, to make studies leading to an evaluation of the 
ability and readiness of the engineering profession and highway in- 
dustry to plan, design, and execute such a broad-scale program to 
eliminate deficiencies in the Nation’s highways. 

The results of these studies, which became known as the American 
Road Builders’ Association task force reports, proved to be of great 
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value in gaging the potentialities of the various components of the 
highway Sidentey. he findings stated, in sum, that the industry 
did have the potential capacity to accomplish the mission, provided 
that action was preceded i wise advance planning. The record of 
the past 8 years has demonstrated the accuracy of the task force 
reports. 

The highway industry, anticipating the increasing demands re- 
quired by the implementation of the act of 1956, adjusted itself to 
meet the changing conditions. This adjustment could not have taken 
— without the assurance of continuity which is a key feature of a 
ong-range program. 

Because of this industry buildup in anticipation of demand, and 
because of the obvious advantages of being able to make a firm esti- 
mate of demand well into the future, we have been greatly concerned 
by the threats that the timetable may be upset and that the Federal 
Government may return to a stop-and-go system of financing high- 
way construction. Such a retrogression would be disastrous, not only 
to the highway industry, but also to our country as a whole. 

We are at a stage in our national development at which we must 
make it possible for economic growth to keep pace with the dynamic 
growth of our population. Our highways are one of the key factors 
in a transportation system that is, in turn, a key to our national 
economic development. 

Our membership includes a great number of businessmen, a few 
large businessmen and many small businessmen. As businessmen 
and taxpayers, we are wholly in sympathy with and appreciative 
of the efforts of the Committee on Ways and Means to see to it that 
the activities of the Federal Government are financed in an equitable 
and efficient manner. 

For the same reason, we can appreciate the concern which com- 
mittee members have expressed during these hearings with regard to 
the cost of the Interstate System. The greatest construction project 
in the history of the world, as it has been correctly termed, does in- 
volve the expenditure of large sums of money. 

It would be useless, on our part, to duplicate the testimony of 
other witnesses detailing the cost of completing the Interstate Sys- 
tem and explaining the reasons why the estimated price of the system 
is what it is. 

On the other hand, we feel that this committee, in addition to 
taking due cognizance of the cost of the highway program, should 
also take note of the benefits to be derived from the completed Inter- 
state System. 

For cost, after all, is a meaningful term only when it is considered 
in relation to the anticipated benefits. An investment of $100 may 
well be an expensive investment if it will involve a return of only $1 

r year, but the same investment becomes much more attractive if a 
£10 per year return is in sight. 


In very much the same way, the estimated cost of the Interstate Sys- 
tem is a figure that, to be interpreted, must be studied in relation to 
the worth of the system. It is pertinent to ask what the completed 
system will be worth, as a national capital investment. 

The question is not easily answered. At the risk of seeming un- 
necessarily repetitious, I call your attention again to the comprehen- 
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sive study by the Bureau of Public Roads, scheduled to be completed 

by January 1961, relating to the proportionate distribution of bene- 
fits accruing from the highways to the various classes of highway 
users and nonusers. 

As this committee has been informed, time and again, the results 
of the study will be useful to Congress in considering a revision of 
the taxes imposed to support highway construction. 

Let me point out another possible use of the study: By identifying 
the various types of highway beneficiaries and estimating the amount 
of benefit accruing to each, the study may make it possible to arrive 
at a reasonably accurate dollar figure for the total sh received from 
the Federal-aid highway system or identifiable portions thereof. 

Some benefits, it is true, can'never be assigned a dollars-and-cents 
figure. 

For example, it is estimated that 4,000 lives will be saved annually 
by the completed Interstate and Defense System, because the modern 
design of these highways will eliminate many traffic accidents, partic- 
aistly the usually fatal head-on collisions. We might take the aver- 
age age of the traffic victim, assume a lifetime earning capacity, and 
work out the figures to show the manpower loss from premature death, 
but, as we all know, such ghoulish calculations are inadequate to 
measure the value of the 4,000 lives saved each year. 

At the same time, each of us who owns an automobile and buys 
accident insurance knows that the cost of property damage and per- 
sonal injuries resulting from highway accidents is appallingly high. 
It amounts, according to a recent report by the Bureau of Public 
Roads, to 121% cents per gallon of gasoline consumed. 

For the year 1957, the Association of Casualty and Surety Compa- 
nies estimated the property damage from accidents at $7.25 billion, an 
amount which closely approximates the total spent for highway con- 
struction and maintenance that year. This loss amounted to $2,114 
for every mile of road and street in the Nation, and $116 for every 
motor vehicle be registered. 

On the Interstate System, which is expected to carry at least 20 per- 
cent of all U.S. traffic by 1975, accident costs will be reduced from 
1 cent per vehicle mile to 0.3 cent per vehicle mile, a total saving of at 
least $750 million a year. 

There are several reasons for expecting such a good safety record 
from the Interstate and Defense System. First and foremost of these 
reasons is controlled access, where vehicles are permitted to enter and 
leave the highway only at certain designated points. 

Quoting from “The Federal Role in Highway Safety” to compare 
safety records of similar highways with and without access control: 
In Virginia, the controlled-access Shirley Highway experienced a fatality rate 


of 0.8 deaths per 100 million vehicle-miles, as compared with a death rate of 10.6 
on parallel U.S. No. 1. 


In Maryland, the Baltimore-Washington Parkway-Expressway with controlled 
access had a rate of 3.7 compared with U.S. No. 1, which had a rate of 7.4. 

In California, a 180-mile rural freeway had a death rate of 4.1 as compared 
to a 170-mile rural highway without control access which had a rate of 8.8. 

The great advantage of the controlled-access highway is the com- 
plete elimination of intersections at grade. Some of the favorable 
statistics cited above are accounted for in part by other design features 
usually associated with access control. Some of these features are: 
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Properly designed median strips for traffic separation. 
Trattic lanes of sufficient sedaalie ‘and width to keep traffic moving. 

Adequate shoulders for emergency use. 

Elimination of sharp curves, both vertical and horizontal, to permit 
proper sighting of traflic and roadway conditions. 

Highway lighting at hazardous areas. 

The design standards of the Interstate System, in addition to promot- 
ing safety, will have a marked effect on the operating costs incurred in 
travel on the Interstate System. The elimination of intersections at 
grade, steep grades and sharp curves will mean a saving of at least $750 
million per year in the direct operating costs of trucks and buses and at 
least $500 million per year in the direct operating costs of passenger 
cars. 

The interstate highway user will also realize the intangible benefits 
of time saved, not only on long trips, but, in many cases, in daily short 
trips to and from his place of employment. 

A valuable application of the time-saving feature will be the ex- 
tension of practical commuting distances, so that the employment 
opportunities of labor will be greatly broadened because of the work- 
ers’ increased mobility. 

One of the most conspicuous benefits to be derived from a nation- 
wide network of express highways is the stimulus to industrial develop- 
ment which will result from this new extension of our national trans- 
portation network. In the same way that economical water and rail 
transportation led to the development of new cities and new industries 
in earlier times, the development of an efficient modern highway net- 
work will bring new economies to the industries of the United States. 

Access to markets and sources of raw materials, access to mobilized 
labor market, the availability of choice sites away from urban con- 
gestion ; all of these appeal to the industrial site locators. 

To support the growing economy of the United States, highways 
must keep pace with population expansion and industrial expansion. 
A delay in the compltion of th Defense and Interstate System may re- 
sult in choking off some of the natural tendency of industry to develop 
and improve itself. 

The importance of the Interstate and Defense System to economic 
development and highway safety has been discussed more fully, or 
at least more often, than the relationship the completed system will 
bear to the requirements of the national defense. When defense re- 
quirements are discussed, we are prone to take the narrow or limited 
view of military requirements and think only in terms of the move- 
ment of troops, weapons, and military supplies. Occasionally, we 
may also mention the possibility of the mass evacuation of population 
from key industrial cities in the event of attack. The subject is 
broader than that. 

Some of the considerations that apply to the construction of mod- 
ern military highways are these: 

(1) Modern war demands a tremendous outpouring of industrial 
goods, placing a heavy strain on the entire economy. Express high- 
way connections between the principal centers of industry and popu- 
lation are an important military as well as civil requirement. 

(2) Without controlled access, large volume priority movements, 
frequently essential in time of war, are almost an impossibility, and 
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certainly cannot be made at the speed possible where access is con- 
trolled. 

(3) Military freight frequently must be shipped in large packages; 
highway weight capacities and clearances must be designed accord- 
ingly. 

(4) Military concepts in the space age place a high priority on mo- 
bility, particularly mobility for our defensive weapons so that their 
locations cannot be pinpointed and hence subjected to early destruc- 
tion. Overland mobility will be required in addition to mobility in 
the air and in the sea. 

(5) The danger of attack which may cripple air and rail transport 
by destroying critical airfields and rail facilities may also destroy 
sections of highways. However, this possibility emphasizes the value 
of an adequate highway net, because alternate routes, bypasses and 
circumferential highways will insure the continuation of this artery 
of transportation, 

Still another benefit, of very significant magnitude, is the economic 
activity generated from the highway construction activity itself. 

One billion dollars of highway construction contributes to the gross 
national product as follows: 


Quantity 
Aggregates_ 


._tons._._ 76, 415, 000 


2 For each $1,000,000 in excess of an annual rate of $5,800,000 of construction. 


These facts convince ARBA that this is a sound investment and 
one which would show a most favorable cost-benefit ratio. If, for 
purposes of making such a computation, the useful life of the system 
1s set at 50 years, it would not be difficult to estimate tangible benefits 
amounting to three or more times the cost. 

In the Corps of Engineers, we always used the cost-benefit ratio 
as a guide to whether a program is economically sound. 

At the beginning of this statement, I made reference to the planned 
expansion of the highway industry to meet the demands of the 
accelerated highway program. 

In the early stages of the interstate and defense program, a large 
proportion of the effort has been concentrated on those things that 
must come first, such as design engineering and right-of-way acquisi- 
tion. For that reason, much of the expansion in the last 3 years in 
the highway industry has been expansion in anticipation of heavier 
future demands, rather than expansion to keep up with orders. 

In this connection, I want to point to the valuable contribution 
made to the acceleration of the program by the consulting engineer- 
ing profession. 

A recent study indicates that consultants have performed nearly 
40 percent of the nationwide engineering load. It is evident now 
that a sufficient reserve capacity has been built up by all segments 
of the industry to meet all foreseeable demands. 

For example, the U.S. Bureau of Mines reports that the capacity 
of U.S. cement plants has increased 35 percent since the start of 
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1955, with another 5 percent increase due when additions now being 
built are completed. Against this 40-percent increase in capacity we 
expect only a 23-percent increase in demand for all uses of cement. 

In the case of welded-wire fabric used for reinforcing mesh in pave- 
ments, shipments have increased as follows: 


1956_--- 
1959 (estimated) 

Yet industry sources tell us that the estimated shipments in 1959 
represent only about one-half of their total capacity. 

Similarly, the market increases in the shipments of structural steel 
during the post-Korean war period have not even come close to utiliz- 
ing the capacity of the steel industry for producing structural shapes. 
Capacity of approximately 7 million tons in 1957 has been increased 
to 8 million tons, and is scheduled to be increased to 8.9 million tons 
by 1965, with a considerable part of this expansion being planned to 
meet the increased requirements of the highway program. 

Other uses of steel for highway purposes include the fabrication of 


corrugated metal pipe, structural plate pipe and pipe arches, and 
beam-type guardrail. 

Since 1956, there has been a 20-percent increase in the capacity of 
producers of corrugated metal pipe, 100 percent for structural plate 
pipe and pipe arches, and 100 percent for guardrail; and the number 
of plants producting these items has increased from 409 to 504. 

One of the major new industries in the highway field is the pre- 


stressed concrete industry. 

The first plant went into production in 1950. By 1953 there were 
12 plants; by 1955 some 125 were in operation. By the end of 1957, 
there were approximately 260 producing plants in operation supplying 
a demand for 8 million square feet of prestressed concrete bridges. 

To say that this industry has expanded to meet the highway con- 
struction demand is perhaps an understatement. The highway pro- 
gram was one of the principal reasons for the birth of the industry. 

The asphalt situation is a special one, because the production of 

etroleum asphalts can easily be increased without building new re- 

neries. It is necessary only to change the refinery processes to 
increase the asphalt cuts, or to increase the use of crudes which are 
naturally high in asphalt content. Altogether, it is estimated that 
the asphalt industry 1s capable of producing 10 times the asphalt that 
is now in demand. 

The American Road Builders’ Association has found that the de- 
velopment of capacity of highway contractors has matched that of 
the materials ‘suppliers. 

A survey conducted for the original task force reports showed that 
highway contractors were working at less than half of capacity prior 
to the beginning of the accelerated national highway program. Ac- 
cording to our latest survey, just completed, contractors were working 
at only 62 percent of capacity, despite an increase in capacity of $600 
million of work a year. It is apparent that there is impressive reserve 
capacity among contractors. 

A recent report by the Bureau of Public Roads showed an average 
of 6.8 bids per contract on Federal-aid primary system projects, with 
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the low bid price averaging 10.1 percent under the engineer estimate. 
The present low cost of highway construction is further reflected by 
the Bureau of Public Roads’ index of aver age bid prices for Federai- 
aid highway construction. The index shows that current prices are 
actually only 0.3 percent higher now than they were a year ago, having 
fluctuated up and down within a very small range for the last several 
quarters. 

One of the first industries to respond to the planned accelerated 
highway program was the construction machinery industry. 

In anticipation of the increased demand for roadbuilding machinery, 
this industry undertook a rapid expansion program to assure an ade- 
quate supply. In fact, so rapid was their progress that they soon 
found themselves facing excessive inventories. 

In contemplation of ‘the sustained high level of construction activ- 
ity held forth in the program set up by the Federal-Aid Highway 
Act of 1956, the construction machinery industry has geared itself 
to meet all possible demands. The importance of the continuity of 
the highway program to the construction machinery industry is evi- 
denced by the fact that 35.8 percent of its total market is in the high- 
way field. 

In short, there is ample reserve capacity in the highway industry, 
Any shrinkage or stretchout in the program will have an immediate 
deleterious effect on the highway industry and, indirectly, on our 
entire economy. 

Only last year we witnessed a striking example of the impact of 
highw: ay construction activ ity on the national economy. Faced with 
a ‘decline in business activity which threatened to develop into a 
serious recession, Congress authorized an emer gency program of high- 
way construction and ordered it to be undertaken with the great- 
est speed practicable, stipulating that all projects financed “from 
the emergency fund be placed under contract by December 1, 1958. 

The State highway departments utilizing the plentiful reserve ca- 
pacity of the highway industry, put 100 percent of the emergency 
funds to work by the deadline, thus providing 137 million man- hours 
of employment. This knife cuts both ways. 

Just as an increase in a highway program is a direct and immediate 
stimulus to employment, a ‘cutback in the program, particularly at 
a time when the industry has geared itself to a higher level of activity, 
would be a strong factor tending to increase the level of unemploy- 
ment. 

In considering these matters, the committee should take care not 
to assume that a 1-year halt in the program would mean a 1-year 
delay in the completion of the Interstate System. The highway in- 
dustry expansion program which I have described was an economical 
and noninflationary expansion precisely because the existence of a 
long-range highway program made planned expansion possible. 

In the event of a sudden shutdown, just at a time when the con- 
struction phase of the program is getting into full swing, serious 
distress and dislocation would occur. According to the best esti- 
mates that we have been able to make, a 1-year shutdown would mean 
a 3-year delay because of the inev itable ‘difficulties in reorganizing 
and retooling. 
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It appears likely that a substantial share of the expense of such 
reorganization would eventually turn up in the form of increased 
highway construction costs. 

In any event, it seems safe to say that we will never build high- 
ways more cheaply than we are building them today. One important 
factor is that our growing population is forcing the price of land 
higher, steadily making rights-of-way more costly. 

The highway program may be likened to a pipeline. When the 
producer at the wellhead stops putting oil into the pipeline, oil con- 
tinues to come out the other end, temporarily. Eventually, however, 
an interruption in putting oil into the line results in an interruption 
of output at the other end. The highway pipeline is roughly 2 years 
long. It took nearly 24 months for the nislials to produce construc- 
tion at the planned rate. One consequence of this necessary leadtime 
is to intensify the impact of any moratorium in the program. 

The American Road Builders’ Association and the American As- 
sociation of State Highway Officials, computing independently and 
using different approaches, each arrived at an estimated economic loss 
of $10 billion if the scheduled 1959 apportionments are not made. 

The American Road Builders’ Association believes that the above 
facts constitute a compelling argument for the Congress to take affirm- 
ative action to assure the continuation of the program at the planned 
rate, 

The Cuarrman. General Prentiss, this information you have given 
the committee, I am sure is most helpful to us. I appreciate it very 
much. 

You have always impressed me as one who chooses his words care- 
fully and provides helpful information. 

(reneral Prentiss. Thank you. 

The Cuarman. Let me ask you this: As a distinguished former 
Army officer with a very fine record in the Corps of Engineers, if you 
were looking at this proposition as you used to look at the construc- 
tion of dams, would you conclude by telling the committee, the Con- 
gress, and the American people that this is an economically feasible 
project 

General Prentiss. Not only economically feasible, but economically 
justified. 

The CHamman. That is really what I meant. 

General Prentiss. Yes, sir. 

The Cuairman. You would have justified it, had you been measur- 
ing this by the standards that you used to use when you were an 
Army engineer ¢ 

General Prentiss. Absolutely. That is why in my testimony I said 
it had, in my estimation, at least a 3-1 benefit-cost ratio. 

The CuairMan. I wanted to bring that out again. 

I was very much impressed with your statement. Very few of our 
dams have ever had that much justification. That is in spite of the 
desire that we have had to have that for all of them. 

I think that is a remarkable conclusion you have reached, and I am 
sure it is very interesting to all members of the committee. 

Mr. Mason ¢ 

Mr. Mason. Mr. Chairman, I think the general has thrown facts 
and figures at us that are so staggering I can hardly grasp it. I want 
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to go over that-testimony of his carefully when I have time to con- 
sider the weight of those facts and figures and what they really mean. 
I cannot grasp them that fast when they are thrown at me. 

That is all, Mr. Chairman. 

The Cuairman. Wethank you again, General Prentiss. 

Our next witness will be Mr. Miller. 


STATEMENT OF M. CLARE MILLER, PRESIDENT, SAN ORE CONSTRUC- 
TION CO., McPHERSON, KANS., ON BEHALF OF ASSOCIATED GEN. 
ERAL CONTRACTORS OF AMERICA, INC. 


Mr. Cuarrman. Please identify yourself, Mr. Miller, by giving your 
name, residence, and the position in which you appear. 

Mr. Mitier. My name is M. Clare Miller, I am president of the San 
Ore Construction Co., McPherson, Kans. My firm has built highways 
since 1921, and is currently engaged in constructing 22 miles of the 
Interstate System in Kansas. 

I am here today representing the 7,300 members of the Associated 
General Contractors of America. Nearly half of these are highway 
contractors, and are the men who are building the road network this 
committee is considering. According to recent figures of the Bureau 
of Public Roads, AGC members perform 70 percent of the Federal-aid 
construction on the primary and interstate systems, and have done 
that proportion of the work for the past several years. 

We are fully aware of the fact that the first consideration of the 
committee at this time is the complex matter of financing the Federal 
highway program, but before we comment on that we should like to 
point out, very briefly, two other aspects which we feel merit your 
serious attention. 

First, the necessity for continuation of the highway program in an 
orderly manner ; and second, the effect a stoppage or curtailment would 
have on the highway construction industry. 

The economy and practical accomplishments of a continuing, or- 
derly, properly financed highway program have already, in our opin- 
ion, been very effectively demonstrated to you by representatives of 
the Bureau of Public Roads and the American Association of State 
Highway Officials, and we bring to your attention the fact that high- 
way contractors are equally affected by orderly planning. 

Just as the Bureau of Public Roads and the State highway depart- 
ments must plan and project their programs on more than a season- 
to-season basis, so must the contractor. And, like the awarding agen- 
cies, the farther ahead the contractor can assess his volume of work, 
distribution of equipment, purchase of materials and utilization of 
personnel, the more economically he can operate, and the better prices 
he can offer. 

To illustrate that point, I can say without any reservation that if I 
can, upon completion of a project, start another of comparable size 
within a reasonable period of time, while I still have my equipment, 
personnel, and sources of supply mobilized, I can submit a bid on that 
job lower than the one I must offer if I have lost the advantage of a 
mobilized, well-functioning organization. 

History has proved that stop-and-go or peak-and-valley construc- 
tion programs inevitably cost the owner, in this case the public, sub- 
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stantially more than a continuing, orderly program such as the Con- 
gress authorized in 1956, but which today is seriously jeopardized by 
alack of funds. 

Contractors are like any other businessmen, and are today reluctant 
to invest capital in plant and equipment without reasonable assurance 
that the intent of Congress, when it enacted the 1956 and 1958 acts, 
will be carried out. 

This is particularly true of the 92 percent of our highway members 
who are relatively small business firms having an annual gross volume, 
including all work performed, of less than $5 million. The great ma- 
jority of our highway contractors are the active heads of small organ- 
ations of men with specialized skills. 

The highway contracting industry has equipped itself and is geared 
up to do the job planned by the Congress in 1956, and unless that plan 
materializes in the manner and on the schedule the Congress intended, 
the industry will be forced to retrench and suffer the attendant loss 
which reducing inventories of plant and equipment entails. 

There is no doubt in our minds that, in addition to the thousands of 
men who would be thrown out of work, many contractors, particularly 
small ones, would face bankruptcy in the event of a slowdown in 
this program. 

If I may, I would like to point out that one of my colleagues, in 
Portland, Oreg., ran a survey of the contractors in his area and came 
up with the startling figure that the contractors of Oregon owed more 
than $30 million on the plant that they had purchased to carry on this 
program. 

Oregon is about an average State, so it would be easy to conceive that 
our industry has time payment obligations on plant of some place in 
the neighborhood of a billion and a half dollars. The only way that 
they can make those time payments is to have utilization of that equip- 
ment so it is extremely serious, as you can see, to our industry. 

Of course, we have every confidence that this committee is slightly 
interested in all segments of the country’s economic life, small and 
large. 

Also, in the event a slowdown occurs, we must face the possibility of 
an acceleration at some later date, which brings us again to the exces- 
sive costs involved in peak and valley public works programs. 

At this point, we request permission to submit for the record a tele- 
grams from our State organizations which emphasize the effect a pro- 
gram slowdown would have on employment and business stability in 
those areas, with the further request that the committee give them care- 
ful consideration. 

The CuarrmMan. Without objection, they may be included in the 
record. 

(Information referred to follows :) 


APPENDIX TO STATEMENT OF THE ASSOCIATED GENERAL CONTRACTORS OF AMERICA, 
Inc., M. CLARE MILLER, PRESIDENT, SAN ORE CONSTRUCTION Co., MCPHERSON, 
KANs. 


en from telegrams addressed to the Associated General Contractors of 
merica : 

“Estimated California will lose or be forced to postpone $68 million highway 
work fiscal year 1959-60. One hundred fifty-four million (99 miles) for 1961.” 
— McKenzie, Secretary-Manager, Northeru and Central California Chapter, 

C. 
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“Concern over Federal highway appropriation is growing tremendously in 
Illinois * * * People * * * are deeply perplexed as to congressional dilemma 
and political ramifications in failure of Congress to continue 1956 plans. Illinois 
uses the last of 1959-60 allocation September 14, 1959 * * *. All of allocation 
desired would be obligated by end of 1960 * * *. The General Assembly of the 
State of Illinois has appropriated $840,906,634.76, of which $710,326,890.76 is 
for construction purposes. I add this so that you may see all matching funds 
will be aptly taken care of.” R. J. Young, Executive Secretary, AGC of Illinois, 

“The continuation of Michigan’s accelerated highway construction program 
depends upon positive action by the present Congress in providing funds with 
which to continue the national Federal-aid program as already declared neces- 
sary by that legislative body. The highway-development industry as a whole 
and the people of the State will be affected as follows if Congress does not ap- 
propriate moneys to continue the program as scheduled : 

“(1) Work on the Interstate System during the next 2 years will be reduced 
by $300 million. 

“(2) Michigan will lose approximately 68,400,000 man-hours of work during 
the 24-month period which would approximate $188 million in payrolls. 

“(3) Many firms in the construction industry will be forced into bankruptcy 
if the 1960 and 1961 proposed construction is necessarily reduced by 50 to 60 
percent. 

(4) A safety study on expressways already constructed shows that fatalities 
have been reduced by 50 percent and that the fatality rate has been reduced by 
two-thirds. All accidents have been reduced by 25 percent.” C. J. Carroll, 
Executive Secretary, Michigan Road Builders Association. 

“If Congress does not act to provide the necessary funds for carrying out 
construction of the interstate program as scheduled, the State of Missouri 
will be drastically affected. Nearly $71 million in Federal funds together with 
State matching funds amount to a total of $79 million in highway construction 
contracts will not be awarded, as these funds represent Missouri’s allocation 
for the fiscal year 1961. The uncertainty involved with respect to the exact 
month-by-month status of the highway trust fund is such that the Missouri 
State Highway Commission quite possibly will decide not to award contracts in- 
volving interstate work to be let next week. It appears certain from reliable 
information furnished this office that the August interstate letting and lettings 
in the months following will be indefinitely postponed. Reliable statistics de 
veloped here indicate that labor in the construction field will suffer a loss of 
about $25 million. A substantial economic blow to Missouri workers and their 
families. The seriousness of the situation certainly cannot be overemphasized.” 
J. W. Kelly, Manager, Associated General Contractors of Missouri. 

“If apportionments are not forthcoming, contractors in Pennsylvania will not 
be paid for some $80 million of work for which the State has already contracted. 
Plans to let $100 million worth of work this fall and the same amount next 
spring are being held in abeyance pending assurance funds will be available. 
Cessation of construction in this area combined with the current steel strike 
would certainly make for economic chaos.” Thurman C. Tejan, Executive 
Secretary, Constructors Association of Western Pennsylvania. 

“Failure of the Commerce Department to allocate ABC road system funds 
has resulted in serious curtailment of highway lettings in Texas beginning with 
July. Estimated curtailment per month is about $8 million. This can result 
in serious unemployment problems and general curtailment of economy of 
the State.” James M. Richards, Executive Secretary, Texas Highway-Heavy 
Branch, AGC. 

“New York State current in use of interstate funds. Interstate awards cease 
September 1, 1959. 

“No apportionment to New York State in 1960, $23 million in 1961. Will 
take apportionments through 1963 to make work presently under construction— 
145 miles—usable for traffic. 

“New York’s contractors, suppliers geared for full interstate program of 
1,227 miles. .Cutback means estimated $15 to $20 million annual loss in equip- 
a4 depreciation costs alone. Many contractors will be forced to reduce key 
staff. 

“One-third of New York work involves interstate projects. 

“Cutback will mean loss of: 500,000 tons of black-top production; 350,000 
cubie yards concrete; 10 million tons sand and gravel; 1,500,000 barrels cement. 

“Cutback will also mean possible closing of one-third of: 98 stone quarries; 
103 bituminous mix plants; 284 sand and gravel plants. 
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“Whole industry will be affected in New York State by interstate cutback.” 
Louis G. Blackhall, Managing Director, New York State Chapter, AGC. 

“Failure to act on highway financing this season will bring the Minnesota 
ABC program to a halt. Eight million dollars in July 24 letting already can- 
eeled because of failure to apportion. Sixty-six million dollars in Federal in- 
terstate funds available plus State’s share, of which $24 million is in P.S. & B. 
stage, leaving $42 million unobligated. ABC jobs are smaller jobs and loss of 
money in Minnesota at this stage of the season means practically no work can 
be done this year. Unless put under contract by early fall, it means smaller 
contractors must lay off crews and cannot carry men over the winter. Since 
doubts have entered this program, equipment distributors and suppliers report 
drastic falling off in orders with likely additional unemployment.” R, J. Hen- 
dershott, Manager, AGC of Minnesota. 

“Failure by Congress to enact legislation at this session to supplement the 
fast-dwindling highway trust fund will have a most serious effect on the 
California economy and mean near disaster to the highway-construction indus- 
try. We are informed by our department of public works that $68 million in jobs 
scheduled for award in the 1959-60 fiscal budget will be withheld and $154 
nillion budgeted for fiscal 1960-61 will not be awarded. This means nearly 15,000 
full-time construction employees will be without work by next year. It also 
will spell disaster to many fine construction firms who have invested millions 
of dollars in gearing up to meet the challenge of the Federal highway program. 
We would further impress on Congress that California’s highway contractors 
are proud to point out that bids on highway construction in 1959 are running 
10 percent below those for a comparable period in 1958 despite considerably 
increased labor and material costs. Inasmuch as the problem facing Congress 
is not if but when our highways should be built we believe they should without 
question take advantage of our greared-up, economic operation by continuing 
the program at its present level.”—W..D. Shaw, manager, Southern California 
Chapter A.G.C. 

“This morning a highway project in Oregon which we were preparing to bid 
was indefinitely postponed by the Oregon State Highway Department with the 
statement that they would defer all bids on highway work until Congress had 
made the necessary appropriations for the Federal funds on such projects. 
Meanwhile a Federal committee has announced its intent to study the need for 
this program. 

“Both the State and Federal people do not seem to realize that the highway 
construction industry, with its many thousands of workers and its millions of 
dollars invested in the most modern, large, earthmoving and paving equipment, 
is not something that can be turned off like a faucet without serious financial 
repercussions both to the builders, their workers, the equipment suppliers, the 
material supply dealers, and those who finance the purchases. 

“If California and Washington should follow the lead of Oregon, and if the 
regular flow of competitive bids for this work should be halted for a substantial 
period, the entire construction season of 1960 would be disrupted and many of 
the smaller contractors would probably be forced to go out of this line of work. 
The jobs we are now bidding are those needed for continued employment during 
the 1960 season. 

“We are not against due deliberation and study of important issues, and we 
feel that such a study might well determine what best should be done a year 
or 2 years hence in this program. What we do want to point out is that 
failure to promptly enact presently needed financial support would deal a serious 
blow to the program which a belated approval of its need could not care.’’—Don 
Grant, Secretary, Guy F. Atkinson Co. 


Mr. Miter. I would like to direct your attention to one or two 
statements in the telegrams. 

Michigan advises that they will lose approximately 68,400,000 man- 
hours of work during the 24-month period which would approximate 
a million in payrolls if 1960 and 1961 apportionments do not come 
through. 

Many firms in the construction industry will be forced into bank- 
ruptcy if the 1960 and 1961 proposed construction is necessarily re- 
duced by 50 to 60 percent. 
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The State of Pennsylvania tells us that if apportionments are not 
forthcoming, contractors in Pennsylvania will not be paid for some 
$80 million of work for which the State has already contracted. Plans 
to let $100 million this fall and the same next spring are being held 
in abeyance. 

This action, combined with the current steel strike, would certainly 
make for economic chaos. That is the picture clear across the United 
States. 

Highway construction is probably the best buy the public receives 
for its tax money today. Despite substantial increases in the past 
year in the prices of labor and equipment, average bid prices for Fed- 
eral-aid highway construction in the second quarter of 1959 actually 
decreased 214 to3 percent from the first quarter. 

Competition for work continues to be extremely aggressive, with 
an average of seven bidders per project during the same period. 

Your committee is considering several methods of meeting the finan- 
cial crisis which has arisen in the highway program. There is some 
merit in almost every plan that has been advanced, and there are good 
precedents for most of the proposals. However, there are strong 
differences of opinion over the principal measures suggested, and the 
Congress at sen is faced with the duty of working out a solution 
to the crisis which will be most generally acceptable. 

As is usually true of controversial legislation, this is likely to be 
accomplished only by compromise. 

In the past, the Associated General Contractors of America has 
never offered advice to the Congress on highway financing, taking the 
position that it was the business of highway contractors to build roads, 
not to say how they should be paid for. 

However, in view of the extreme urgency of the present highway 
financial crisis and the absolute necessity for a solution, the AGC 
wishes to say that, through its 125 chapters and branches, it will sup- 
port any reasonable financial legislation which this committee 
recommends. 

For example, our industry uses a large amount of gasoline, but we 
would not oppose an increase in the Federal gas tax if, in the com- 
mittee’s opinion, that is considered necessary. We do not share the 
views of those organizations which advocate and support an expanded 
highway program provided it involves no additional costs to the 
interests they represent. 

In our opinion, the American public is willing to pay for the roads it 
uses. We think this is borne out by the fact that the American people 
are anxious to use the toll roads that have been constructed for them. 

Neither would we oppose any combination of gas tax and other 
methods under consideration here, including the issuance of short-term 
bonds, which has been proposed, and the dedication of additional 
highway user taxes to the trust fund. Of these proposals, we believe 
that the most reasonable approach would be to obtain part of the 
necessary funds by a gas tax increase, and the balance by dedicating 
other highway user taxes directly to the trust fund. 

We feel also that the integrity of the trust fund should be pro- 
tected, and that none of the money assigned to it should be diverted 
for purposes other than highway construction. 

In conclusion, we urge that this committee develop the legislation 
necessary to assure the construction and completion of this vital 
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program in the most expeditious manner practicable, and we pledge 
our support to whatever financing measure the committee considers 
appropriate. 

We assure you, on behalf of our association, that when legislation 
is passed which will keep the program on schedule we, the highway 
contractors of the country, will continue to furnish you completed 
highways, well built, on time and at the lowest possible cost to the 
public. 

Thank you very much. 

The Cuarrman. Mr. Miller, we thank you, sir, very much, for bring- 
ing to us the views of the Associated General Contractors of America. 
We appreciate your statement. 

Mr. Mitier. Thank you, sir. 

The Cuarmman. Are there any questions ? 

If not, thank you, sir. 
Our next witness is Mr. Battles. 


STATEMENT OF ROY BATTLES, ASSISTANT TO THE MASTER OF THE 
NATIONAL GRANGE 


The CuarrMan. Please identify yourself for the record, by giving 
us your full name, address, and the capacity in which you appear. 
Mr. Barries. Mr. Chairman, my name is Roy Battles. I am assist- 
ant to the Master of the National Grange. The National Grange 
offices are located at 744 Jackson Place NW., Washington, D.C. 

The CuairMan. You may proceed. 

Mr. Barries. The National Grange wishes to be recorded against 
any increase whatsoever in the Federal gasoline tax. We believe there 
isa quick and satisfactory solution to the werner problem connected 
with the Federal highway program without a higher tax and without 
delaying the termination date of the program. 

The basis for our position is to be found in the report of our com- 
mittee on transportation as adopted at the last annual session of the 
National Grange in Grand Rapids, Mich., in November 1958. This 
position and report is the outgrowth of resolutions passed by the 
various State granges all over the United States. 

The action taken reads as follows: 

The benefits to be expected at both local and national levels from the high- 
way program are too promising to permit hesitation in pushing it to completion. 
Nevertheless, it appears that the revenues programed for this purpose are not 
adequate to meet rising construction costs. In this dilemma several alterna- 
tives present themselves. One is to increase the Federal gasoline tax 2, or pos- 
sibly 3, cents per gallon. The Grange opposes this proposal. 

Highway users are already contributing to the highway trust fund, through 
special automotive excise taxes, to the amount of $2 billion a year. In addi- 
tion, they are paying to the general fund other general and special taxes, and 
there are signs that taxes on highway users are approaching the point of 
diminishing returns. Therefore, the Grange reaffirms its opposition to further 
increases in automotive excise taxes for any purpose whatever. 

Farmers as a group are particularly hard hit whenever the gasoline 
tax is increased, T is gg charges are paid by farmers on 
motor truck shipments of food and fiber from the farm and on pro- 
duction supplies, such as fertilizer, seed, binder twine, from ma- 
chinery and equipment and feed. 
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An important part of the cost of transportation on products re- 
ceived and shipped by farmers is in the form of gasoline taxes. Such 
contribute to the cost squeeze in which farmers today find themselves, 
Automobiles are also essential to the farmer’s life and business as 
they are the means of transporting their families to and from churches, 
schools, and shopping centers. 

In addition to the foregoing reasons for our opposition to any in- 
crease in the Federal gasoline tax, we are convinced that the highway 
user should not be expected to shoulder the entire cost of constructing 
the Interstate Highway System because the national defense and the 
general welfare is clearly a charge to the general fund and not a spe- 
increase of taxes of any kind on highway users. 

Section 210 study authorized in the Highway Revenue Act of 1956, 
so we understand, has as its objective to determine the extent to 
which the various segments of our society should share in the cost 
of this program. Until this study is completed, there should be no 
increase of taxes of any kind on highway users. 

We believe this is the time to give most careful consideration to 
Senate Joint Resolution 109, introduced by Senator Case of South 
Dakota, to the issuance of revenue bonds to cover the interim period 
roadbuilding funds as are needed until such time as adequate moneys 
are available from the highway trust fund. In this way the coun- 
try will not be called upon to increase its national debt nor will this 
method interfere with any pending budgetary matters. Legislation 
of course will be required to enable the active continuance of the 
highway building program. 

Support for issuance of revenue bonds separate and apart from 
bonds to be issued from the General Treasury may be found in the 
Clay Committee report which served as a basis for the writing of the 
1956 Federal-Aid Highway Act. 

In his message to Congress submitting the Clay Committee report, 
the President stated : 

I am inclined to the view that it is sounder to finance this program by special 
bond issues, to be paid off by the above-mentioned revenues which will be 
collected during the useful life of the roads and pledged to this purpose, rather 
than by an increase in general revenue obligations. 

We believe that with the proper amount of study a way could be 
developed to issue such revenue bonds against future receipts from 
the highway trust fund without further increase to the overall na- 
tional debt of the Federal Government. 

It should be remembered that this 41,000-mile proposed transcon- 
tinental highway system is a long-term capital expenditure which 
raises the question of whether it is lca to try to follow any pay-as- 
you-go plan. 

From an accredited source comes the statement that there are now 
68 million vehicles on the public highways. It is estimated that by 
1970 the total will exceed 100 million. 

The question, therefore, “Is the Nation running out of highways, 
and what is ‘to be done if that is true?” takes on vital importance. 
We, as you can see, cannot afford to adopt any policy that will in any 
way delay the highway program adopted in 1956, when the Federal- 
Aid Highway Act was passed. 

To summarize, because of present world conditions there can be 
no denial of the need for more and improved transportation facili- 
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ties as an important adjunct to the entire defense effort. New and 
improved highways are one of the answers to these needs. More 
good roads are important to the Nation’s continued growth and 
economy. 

Some interesting comments along the aforementioned lines were 
submitted by witnesses, including those from the Office of Civil De- 
fense Mobilization, before a congressional committee last week. The 
advocated bond issue covering the interim period will not add to the 
national debt nor will it, in the final analysis, add to the Govern- 
ment’s obligations or wil] such, in any manner, disrupt pending 
budgetary matters. It merely allows an important and a univer- 
sally supported program, previously adopted, to provide for more 
and better highways to continue without further interruption. 

New legislation should be quickly enacted to avoid stagnation of 
our highway program which will benefit both our urban and farm 
population. We are to state two objectives: 

(1) Opposition to any increase in the gasoline tax; and 

(2) We urge a program of action for quick enactment of a bond 
issue to further the good roads program. 

In summary, with 850,000 people in the Grange, and speaking for 
them, I would like to say that farmers and all rural people have an 
important stake in the interstate highway program. 

‘To our way of thinking, it is a very important program, and it is 
important that it is carried out to completion on time. 

Our delegates assembled in annual session at Grand Rapids, Mich., 
in November 1958, and spelled this out in clear and unmistakable 
language. The delegates also set in force certain other policies which 
we would like to call to your attention at this time. 

The Grange is opposed to any increase in the Federal fuel tax. It 
believes that the final decision of how to raise the money to keep this 
program on schedule should be delayed until the 210 report is com- 

leted, and this date of completion is scheduled for January 1961. 
3ecause of the defense and general welfare aspects of the Interstate 
Highway System, we believe that there is ample justification for using 
general revenue funds to help pay for this program. 

It is the viewpoint of the Grange, however, that the use of limited 
interim highway trust fund revenue bonds is a logical and sound wa 
to meet the deficits that now appear on the immediate horizon, until 
we can get the advantages of the 210 report. These bonds could be 
repaid from existing revenues flowing in to the trust fund when the 
income into that fund began to exceed the outgo, which would be in 
the late sixties. 

The Grange believes that the Interstate Highway System is a long- 
term capital investment, and, as such, might well utilize some bor- 
rowed funds. 

That is my statement, sir. 

The Cuatrman. Mr. Battles, we thank you, sir, for bringing us the 
views of the National Grange. We appreciate your cooperating with 
the committee the way you have. 

Mr. Barriers. Thank you. 

The Cuatrman. Thank you very much. 

Are there any questions? 

If not, thank you. 
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Our next witness is Mr. Martin. 
Mr. Martin, will you identify yourself for the record, by giving 
your name and the capacity in which you appear ¢ 


STATEMENT OF MAURICE MARTIN, DIRECTOR OF HIGHWAYS, 
STATE OF KANSAS 


Mr. Martin. My name is Maurice Martin. I am director of high- 
ways for the State of Kansas. 

First, gentlemen, I want to state that the Governor of Kansas and 
its highw: ay commission urge the Congress to continue the interstate 
and ABC programs at the Tate set out by the Federal Aid Highway 
Act of 1956. 

I appear today to express our views concerning the financing for 
the continuance of this vital project. We realize that additional 
revenues may be needed to keep the program on schedule. We believe 
that the answer is a return to the basic provisions of the Highway 
Revenue Act of 1956 as contained in the version that was passed by 
the House. This provided for the use of repayable advances charge- 
able against future tax revenues accruing to the highway trust fund 
during the latter years of the program. We do not believe that addi- 
tional highway user taxes at the Federal level should be imposed but 
that present highway user funds now being diverted should be placed 
in the trust fund. I am told that this amounts to about $1.5 billion 
per year. 

These two methods are suggested for your earnest consideration. 
Millions of people will benefit from this network of highways other 
than the ones who drive on it. Any slowdown of any kind would 
have a very harmful effect on the Nation’s economy.  Let’s not let 
that. happen. 

The Cuamman. Thank you very much. 

Are there any questions? 

If not, thank you. 

Our next witness is Mr. Larson. 


STATEMENT OF CHARLES R. LARSON, PRESIDENT, NATIONAL 
RURAL LETTER CARRIERS’ ASSOCIATION 


The Cratman. Mr. Larson, will you identify yourself for the rec- 
ord, by giving your full name, address, and the capacity in which you 
appear? 

Mr. Larson. Mr. Chairman and members of the committee, my name 
is Charles R. Larson. I am president of the National Rural Letter 
Carriers’ Association, whose address is 1040 Warner Building, Wash- 
ington, D.C. 

The Craman. You are recognized, Mr. Larson, and you may pro- 
ceed with your statement. 

Mr. Larson. The National Rural Letter Carriers’ Association is an 
organization representing 36,700 regular, substitute, and retired rural 
letter carriers of the United States. 

I sincerely appreciate the opportunity of appearing before this com- 
mittee and expressing our views on the subject of the highway trust 
fund and the various proposals under consideration by this committee 
with reference to the financial position of this fund. 
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This association represents the largest group of Federal employees 
who would be affected by any increase in highway user taxes. Our 
31.411 regular rural carriers and their substitutes drive over more 
highways of the Nation each day than any other group of employees. 
The daily travel totals approximately 1,800,000 miles, which amounts 
to approximately 550 million miles per year. 

While the need for additional revenue to continue the rapid con- 
struction of the National System of Interstate and Defense High- 
ways, as well as the annual requirements of other Federal-aid high- 
ways, is evident to anyone who has studied the financial history of 
the highway trust fund, there are a number of methods of meeting 
this need, and it is our position that the proposal to increase the 
Federal gasoline tax by 114 cents per gallon is the least desirable of 
these methods and would result in further inequities in the assump- 
tion of the costs of the Federal highway system by the highway user, 
as contrasted with other beneficiaries of the proposed improvements. 

It should be noted first of all that the entire cost of the Interstate 
System has been borne by the highway user, although there are many 
ways in which other segments of our economy will benefit. There is 
also the overall benefit to the national welfare with respect to the 
defense of our Nation. This is recognized by the full title of the 
so-called Interstate System which is the National System of Inter- 
state and Defense Highways. 

Manifestly the defense needs of our Nation have played a great 
part in the location of this Interstate System, and in determining 
clearance heights for underpasses and other technical specifications. 
The added burden of paying for highways located for defense needs 
and more expensive structures to meet the same needs has contrib- 
uted substantially to the increased estimates of the cost of comple- 
tion of the system. Yet apparently no one in authority has proposed 
that this added cost be assumed by the Federal Government, rather 
than the individual or firm who must travel the highways of the Na- 
tion to earn a livelihood, or as in our case, to perform our official 
duties as rural carriers delivering the U.S. mail. 

Contrary to the belief of some, it is required that rural carriers 
furnish their own equipment and pay for the cost of operation, 
maintenance, and replacement of the same. Our travel includes a 
great. deal of unimproved roads as well as roads of average type and 
condition, but rarely, if ever, do we travel the limited access highways, 
such as will comprise the Interstate System. 

Our gasoline consumption is very high due to the type of roads 
traveled, the number of daily stops, and other factors which tend to 
increase its use. A conservative estimate of our average mileage 
would be about 10 miles per gallon. The total gasoline consumption, 
based on 550 million annual miles, would then be about 55 million 
gallons, and the proposed increase in our Federal gasoline taxes 
would amount to about $825,000. This is in addition to the numer- 
ous increases already enacted by the various States. 

We would thus be contributing nearly a million dollars annually 
largely for the benefit of a system of highways over which we would 
not travel in the performance of our official duties. 

Other witnesses have cited the fact that there are already certain 
excise taxes paid by highway users on automobiles and trucks, now 
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going into the general fund of the U.S. Treasury, which would be 
— than adequate to make up the deficiency in the highway trust 
und. 

Without discussing the merits of these taxes, the fact of their ex- 
istence appears to us to be sufficient justification to ask that the fur. 
ther needs of the highway system be met within the scope of existing 
taxes through advances from the General Treasury to the highway 
trust fund, which could be met and repaid through extension of pres- 
ent taxes over a longer period of time, rather than increasing the 
already burdensome tax rates now in effect. This could easily be ac- 
complished by a further suspension, or elimination of the Byrd amend- 
ment so that the original intent of the 1956 Highway Act could be 
carried out. 

Part of the existing situation came about because the Byrd amend- 
ment was suspended for a 2-year period as an antirecession measure, 
but at the end of the 2-year period the amendment will come back 
into play retroactively for that period so that immediate repayments 
of any advances must be met before further apportionments can be 
made. This would indicate that the Byrd amendment should be 
eliminated permanently, or at least suspended until some more defi- 
nite and equitable method of financing the highway program can be 
established. 

Summarizing our position in this matter we feel that : 

(1) Some part of the cost of highway improvement, particularly 
with reference to the Interstate System, should be met by the Gen- 
eral Treasury of the Federal Government, and we would urge that 
careful study of this matter be made with a view to basic changes 
in the long-term financing of the highway program. 

(2) Until this is done, it is our recommendation that the Byrd 
amendment be suspended so that advances can be made from the 
general fund to keep the highway program on schedule, and that 
no additional or higher taxes be enacted at this time. 

(3) While some have suggested the alternate form of financing 
through issuance of special revenue bonds, it is our belief that this 
would add appreciably to the cost of the program through higher in- 
terest rates than that paid for other bonds, and we would, therefore, 
not recommend such financing. 

Mr. Chairman, I sincerely appreciate the opportunity to appear 
before this committee to present the views of our association on this 
most important matter of financing the Federal highway program, 
and sincerely hope that this committee will in the course of its de- 
liberations arrive at a suitable solution to the financial programs 
now facing our Nation’s highways. 

The Cuatrman. Mr. Larson, we thank you, sir, for your discussion 
of the views of the National Rural Letter Carriers’ Association. We 
appreciate your coming to the committee. 

Mr. Larson. Thank you. 

The Cuasrman. Are there any questions? 

Mr. Mason. My thoughts, Mr. Larson, go along with your thoughts. 

Mr. Larson. Thank you, sir. 

The CuarrmMan. Thank you again, Mr. Larson. 

Our next witnesses are Mayor Ben West and Mr. Richards for the 
American Municipal Association. 
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STATEMENT OF GLENN RICHARDS, OF DETROIT, COMMISSIONER OF 
PUBLIC WORKS AND CHAIRMAN OF THE HIGHWAY COMMITTEE 
OF THE AMERICAN MUNICIPAL ASSOCIATION 


The Cuarrman. Will you identify yourself for the record ? 

Mr. Ricuarps. I am Glenn Richards, of Detroit, Commissioner of 
Public Works, and Chairman of the Highway Committee of the 
American Municipal Association. 

Mayor West was yee to give the main testimony and present 
the official testimony for the American Municipal Association. He 
has not arrived yet, because he is appearing before another committee. 
I would like to take a few minutes to talk to you about how cities 
feel about this program. 

I have a brief statement which I would like to put into the record. 

The Cuarrman. Without objection, that will be included. 

(Prepared statement of Mr. Richards follows :) 


TESTIMONY PRESENTED BY GLENN C. RICHARDS, CHAIRMAN OF THE HIGHWAY 
COMMITTEE OF THE AMERICAN MUNICIPAL ASSOCIATION AND COMMISSIONER OF 
PUBLIC WORKS FOR THE CITY OF DETROIT 


From the time the first Federal-Aid Highway Act was passed in 1916 until 
the act was amended in 1944, cities had provided a large share of the funds ap- 
propriated by Congress for the improvement of State highways. During this 
period these funds could only be spent outside of cities. During this period 
cities were required to pay all of the cost of the cities’ streets and highways in 
addition to a substantial part of the trunklines through cities. During this time 
more and more of the Nation’s population moved into cities and the increased 
use of our streets and highways by increased traffic put a very heavy burden 
upon cities to meet the growing needs for better transportation. 

In 1944 we appeared before Congress and pleaded for help, pointing out the 
fact that Federal and State monies had done a good job of getting the farmer 
out of the mud and it was high time that Federal and State Governments as- 
sisted cities in getting city people out of the traffic muddle. Congress recognized 
the merit of our request and did, for the first time, allocate a substantial share 
of the Federal appropriation for improvement of State trunklines through cities. 

The limited funds which were available from 1944 until 1956 only scratched 
the surface of meeting the State trunkline needs in cities. The Interstate Sys- 
tem had been approved for some time, but no money had been provided to help 
build the system through cities. The report submitted by the Clay committee for 
the first time produced a program that would meet the needs of cities on the 
same basis as the needs for the rural areas were being met. Congress, in its 
wisdom, provided a national highway program with an adequate financing plan 
to make this program possible. Cities enthusiastically supported the effort of 
Congress and put much effort into selling this program to the various highway- 
users groups, who were called upon to pay the cost. I doubt if any group put 
any more effort into selling the Federa!-aid highway program of 1956 than 
city officials. For the first time we felt that we were being treated equitably 
and fairly. Congress, itself, indicated in its report on the legislation that half 
of the needs for the systems were in cities and that cities should be given equal 
consideration to the rural areas in carrying out this program. 

Much has been accomplished since 1956. Some areas have done better than 
others. Some cities have been given more consideration than others. Some 
States have recognized for the first time their responsibility to carry the State 
trunklines through the cities as well as up to them. Some States have even 
made an attempt to understand the cities’ problems and to design their high- 
ways so as to meet the approval of cities. While progress has been slow in 
many cases and while many State highway departments have not fully met their 
responsibilities inside of cities, we feel that progress is being made and we are 
hopeful that more and more State highway departments will recognize their 
responsibilities and more nearly give equal consideration to cities’ highway 


problems. 
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We were particularly pleased at the straightforward and bold action taken by 
this committee in proposing and fighting for the necessary tax increases to 
make the program possible in 1956, even during election year. We had great 
hopes for the future. Cities are on record opposing any stretchout of the pro- 
gram. In fact, we have testified that we believe the program should be accom- 
plished in 10 years rather than 16 or 20 years. The great effect on our economy 
alone dictates that the program should be accelerated. But, even more, the say- 
ing in lives and serious accidents made possible by the modern, safe Inter- 
state Highway System makes it almost unthinkable that we should let anything 
stand in the way of an early completion of the program as planned. I am sure 
that the people themselves, who are paying for the highways, although in favor 
of reduced taxes, would almost unanimously agree that the money they are 
putting into our highway system through the increased taxes is money well 
spent and they would not want the program reduced in any way. 

There have been rumors that there is some sentiment favoring diverting the 
moneys apportioned to cities to rural areas. I can’t believe that anyone familiar 
with the traffic problem in cities, and the much greater need of highways in 
cities, would think seriously of slowing up the program in cities at this time. 
Recently, I heard it said that “all cities grow is taxes.” That is certainly true 
and we have been the goose that has been laying the golden eggs for a good 
number of years and certainly we know that you are not going to give very 
much consideration to killing the goose that lays the golden eggs. 

Mr. Ricnarps. First, I am sure, we, as cities, want no stretchout pro- 
gram. Iam sure we will support any program that this committee, 
your committee, works out for the financing, and we will show we 
enthusiastically support the committee. 

You did a wonderful job in 1956 under very bad circumstances, 
You provided taxes to build a program on a pay-as-you-go basis, al- 
though at that time we, as an association, felt that we should use 
bonds. We supported the Clay program for bond financing, revenve- 
bond financing, but we were very pleased to see that this committee 
did provide the funds to carry out the program. 

Mr. West is here now. I would like to let him present the main 
testimony to you. 

I would like to say one thing in behalf of Detroit and Michigan. 
That is that we have worked hard to get this program underway. 
From 1916 to 1944 there was no money provided for cities at all. A 
good share of it came from cities and Was spent outside of cities by 
congressional action. 

From 1944 to 1956, we were allocated some share of the collected 
revenues to be used in cities. Some progress was made. But not 
until this committee and Congress took the action in 1956 was the 
cities’ position given real recognition. 

When you realize the importance of cities to this Nation, to the 
economy of this Nation, they should be considered. Since that time 
we have made progress. We are not satisfied with the progress. We 
don’t want to be stopped in any way. 

I would like to emphasize one thing, however; that we certainly are 
very much opposed to diverting any of the funds that have been al- 
located to cities, or to change the formula in any way that would 
lessen the work in cities. I have heard rumors that there is some 
talk in Congress that they ought to curtail the work in cities and push 
the work outside the cities. We are 100 percent against that, and I 
am sure you will hear from us fast if any such step is taken. 

I know in your wisdom you will not do that. It doesn’t make 

I would like to introduce Mr. West, who will give the chief witness 
testimony. 
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STATEMENT OF BEN WEST, MAYOR OF NASHVILLE, TENN., ON 
BEHALF OF THE AMERICAN MUNICIPAL ASSOCIATION 


The Cuatrman. Mayor West, from the great city of Nashville, 
Tenn., representing the American Municipal Association, we welcome 
you. Weare glad to have you with us. 

Mr. Frazier. I would like to have the privilege of introducing 
Mayor West, and to say to the committee that he is very interested 
in this program. I am sure his contribution will be very helpful to 
the committee. 

Mr. Wesr. Chairman Mills and Congressman Frazier, thank you 
very much. 

| appear for the American Municipal Association, which represents 
some 13,000 cities, towns, and villages throughout the United States. 
It has been my pleasure to appear before congressional committees 
on the national highway program on previous occasions dating back 
to 1954 when the program was ; first conceived. 

[am a past president of AMA, a member of its highway committee, 
cochairman of the Joint Committee on Highways of AMA and the 
American Association of State Highway Officials, and chairman of 
the National Committee on Urban ‘Transportation. My own city of 

Nashville is engaged in an extensive highway and urban renewal pro- 
gram. 

So I come before you, not as a highways expert, but as a mayor and 
politician who has literally lived with the problem of financing an 
adequate highway system at both the national and local levels. 

To discuss financing intelligently, we must also think about the 
kind of a program that the Nation has committed itself to through 
the Federal Aid Highway Act of 1956. 

President Eisenhower set the goals for the program in 1954 when 

he called for— 
a grand plan for a properly articulated (highway) system that solves the prob- 
lems of speedy, safe transcontinental travel, intercity transportation, access 
highways, and farm-to-farm movement, metropolitan area congestion, bottle- 
necks, and parking. 

Following this call for a grand plan, the President appointed the 
so-called Clay committee, the President’s advisory committee on a 
national highway program, which produced a recommended program 
that formed the basis of the ensuing legislation. 

The striking feature of the 1956 act is its incor poration of a bal- 
anced program providing for a modernized network of streets and 
highways; Federal, State, and local. 

The decision to develop a balanced program is demonstrated by 
the Clay committee conclusion and recommendation that : 

* * * the Federal Government assume primary responsibility for the inter- 
state network * * * to include the most essential urban arterial connections. 

Today we have a national highway program that provides for a 
National System of Interstate and Defense Highways, the Federal 
primary and secondary systems and their urban « extensions, and that 

vast system for which States, counties, and cities are alone respon- 
sible. 

We are pleased with the balanced program concept and the way 
it is being carried out by the Bureau of Public Roads and the State 
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highway departments. It is our opinion that the grand plan must 
go forward without interruption and without modification. 

Thus our short- and long-range financing must be focused on the 
yes as originally conceived and implemented by the Federal-Aid 

ighway Act of 1956. 

Salient facts will bolster any faltering in our intentions: 

(1) By 1975 there may be one passenger car for every 2.5 per- 
sons compared to one for every 3.3 persons today. 

(2) There will be more than 100 million vehicles by 1975. 

(3) Over two-thirds of our population is urban. 

(4) Passenger cars account for 83 percent of registrations and 
82 percent of travel. 

(5) Urban traffic measured in vehicle miles is around 44 per- 
cent of all traffic. 

These figures serve to prove that traffic takes place where people are. 
Find a concentration of U.S. citizens, and you will find a traffic 
problem. 

For those who say we are pouring too much money into the highway 
segment of our transportation system, they should be reminded that, 
for example, 1956 was a record year for highway transportation, but 
its gains were matched by all other forms of transport. 

Rumors have reached us that serious consideration is being given 
to the idea that the financing dilemma could be solved by keepin 
the Interstate System out of cities and other urban areas. This woul 
be a terrible and tragic mistake. Since the result would be deliber- 
ate, national suicide in the form of slow strangulation by traffic, and 
since it would also be a tax inequity of the worst sort, the Nation’s 
cities will fight any such proposal to the bitter end. 

The wealth of this Nation expressed in such assets as industrial 
centers, educational and cultural centers, and great wholesale and 
retail centers, lies inside cities and urban areas. Many a mayor will 
tell you that the rubber-tired vehicle is strangling his city. Without 
efficient transportation, the cities will wither away. 

On the equity side, we must remember that roughly one-half of 
highway trust fund revenues comes from cities and urban areas. 
This fact alone is sufficient to justify the allocation of roughly half 
of the trust fund money in urban areas. Incidentally, the cost per 
vehicle-mile of construction is less in cities than in the rural sections. 

And let me assure you that cities are not standing idle by. 

Of the total 3,400,000 miles of streets, roads, and highways in this 
country, almost 2.7 million miles, 78 percent, are paid for locally. 
The Bureau of the Census reports that $114 billion in street programs 
was spent in 1957 by cities. Much of this construction is geared to 
the interstate and ABC systems which serve as the backbone of the 
local system. 

The knowledge that the first years of the program would be short 
of funds which would be made up in later years is not new. In order 
to peer ide a period of level construction expenditures, this was es- 
sential. 

The immediate temporary financing problem was created when the 
original legislation as passed by the House of Representatives was 
amended limiting expenditures to amounts of money actually in the 
highway trust fund. 
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It was anticipated by this committee at that time that the early 
years of the program would have to be financed by borrowing against 
future revenue of the trust fund. The program was to be paid from 
highway-user taxes on a pay-as-you-go basis over the total life of 
the period of construction. 

Let me remind you that pay-as-you-go is a misnomer. It also means 
pay before you go. 

A self-supporting fund was agreed to as being the proper proced- 
ure, but the House-approved measure clearly did not envision the 
disruptive influence of the Byrd amendment. 

Now that the day of reckoning has arrived, we feel that the original 
pattern should be adhered to. Further suspension, as recommended 
in H.R. 5950 by the House Committee on Public Works, or repeal of 
ihe Byrd amendment, combined with the appropriation of repayable 
advances to the highway trust fund from the general fund, would ac- 
complish this. 

With respect to the proposal for a temporary 114-cent increase in 
the Federal gasoline tax, we have felt that it would encroach on the 
ability of State governments to finance their share of the national 
highway program and their own non-Federal-aid construction pro- 
grams. For that reason we favor borrowing from the Treasury to be 
repens from future trust fund revenues. 

t is our contention that the long-range methods of financing of 
the national highway program he not be determined at this time. 

In 1961, Congress will have before it the section 210 study required 
by the Federal Aid Highway Act of 1956 regarding the relative ben- 
efits which will be received by users and by other beneficiaries. At 
the same time new cost estimates will also be available. From these 
reports, an equitable system of spreading the costs can be evolved. 
Furthermore, the AASHO road tests will be completed and the re- 
sults at hand. 

Our position on the financing problem assumes that the national 
highway program will proceed as planned with no change in program 
content and no stretchout of construction time. In brief, we support: 

Repeal or further suspension of the Byrd amendment ; 

Repayable advances or loans from the Treasury to finance the tem- 
porary deficit in the highway trust fund; 

A review of the entire financing formula in 1961 when the highway 
cost allocation study and AASHO road tests will be porch om 

You gentlemen have the difficult task of putting together the legis- 
lation that will enable this country to continue with the job of putting 
its highway system in order. We will support you in a compromise 
solution if that is required. 

The single, most important recommendation we can make is that 
a temporary financing formula must be found. The cities of the 
United States cannot wait for stretchouts or delays. 

In closing, I would like to call your attention to the recent Saga- 
more Conference on Highways and Urban Development. We have 
copies of that trade report for the committee members. 

his conference and the guidelines developed there constitute a 
most significant contribution to the development of the high level 
of cooperation needed among the various governmental jurisdictions 
having highway responsibilities. Here is an example of the kind of 
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cooperative activity that the joint committee on highways of AMA 
and AASHO is trying to stimulate. 

I would also like to file a copy of the American Municipal Asso- 
ciation’s “National Municipal Policy Statement” with the committee. 

I also have with me, which I would like to file, copies of a resolu- 
tion which the City Council of Nashville has just adopted, addressed 
to the Congress of the United States, opposing the proposition of 
cutting urban areas out of the national highway program. 

I also have copies of an article in the Nashville Tennessean of July 
18, 1955, “U.S. Road Funds Here Shifted,” talking of Nashville. 
(The article referred to follows :) 


[From the Nashville Tennessean, July 18, 1959] 
U.S. Roap Funps Here SHIFTED 
(By William Keel) 


Funds totaling $6 million to $7 million have been shifted from three Nashville 
expressway projects because of the deadlock between President Eisenhower and 
Congress over superhighway financing. 

L. M. Bare, Federal-aid engineer, said yesterday the funds have been shifted 
to other interstate superhighway construction in Tennessee. He said the shift 
was caused by failure of Congress to provide more revenue for the trust fund 
set up to finance the superhighway network. 

Bare said that, across the State, funds for projects that are not scheduled for 
immediate starts are being transferred to construction planned at an early date. 

“The prospects are still in the program,” he said, “but are being held in abey- 
ance until we get more Federal funds.” 

The funds are being shifted from the right-of-way budget to the construction 
budget. 

Hisenhower has insisted that Congress increase the Federal gasoline tax to 
finance the superhighway program. Congress has refused to do this, and has 
held for bond financing, which Eisenhower opposes. 

H. D. Long, chief State highway engineer, said the State will become extremely 
cautious about awarding highway-construction contracts if Congress fails to 
make funds actually available. Long said that under Federal law the Federal 
Government is obligated only if funds are available, even though it has author- 
ized the work. 

In the absence of actual funds, Long said, Tennessee could be left holding the 
bag. The Federal Government provided 90 percent of the cost of the super- 
highways with the State putting up the other 10 percent. On the other Federal 
highways the State must match Federal money on a 50-50 basis. 

“We have the money to pay for the jobs on which we will take bids this 
month,” said Long. “But after that we will be real cautious unless Congress 
acts.” 

John Lassing, the city’s land-acquisition director, listed the projects from 
which right-of-way funds have been withdrawn as— 

A part of the inner loop of the Nashville expressway system from 3d Avenue 
and Bush Lake to Clinton Street, including an interchange at 12th Avenue and 
Jefferson Street. 

A section of the outer expressway loop extending westward and crossing 
Jefferson Street, from 26th to 35th Avenues. 

A part. of the Memphis leg of the expressway system extended from 35th 
Avenue to Robertson Road. 

Lassing said the only rights-of-way purchased for these sections thus far 


a been “hardship cases.” Instances where people were forced to sell their 
omes. 


‘ 

ae 

4 

Sy 

3 


HIGHWAY FINANCING PROGRAM 379 


Lassing on July 6 received a letter from L. N. Means, division rights-of-way 
engineer for the State highway department, which enclosed a copy of a letter 
from L. L. Peeler, State rights-of-way attorney. Peeler had written Means: 
“Please do not buy any rights-of-way until further notice.” 

And the three projects were listed. 


TWO PROJECTS UNDER CONTRACT 


Lassing said the city is proceeding with two expressway projects already 
under contract. These are: 

A link in the inner loop and Knoxville-Chattanooga leg extending from the 
Cumberland River in South Nashville to University and Caroll Streets, to the 
city limits at Tennessee Central Railway, to the interchange at Hermitage and 
Wharf Avenues. 

A link in the Louisville expressway from the northern side of Cumberland 
River at the Wharf Avenue bridge to city limits at Hancock Street. 


NO DAVIDSON PROJECTS INVOLVED 


H. D. Long, State highway engineer, said funds were being switched from 
projects only in instances where the projects are several years away. He said 
no Davidson County projects are involved. 

The State highway department has been notified that the trust fund set up to 
finance the interstate network is $500 million in the red. 

Mr. West. It shows that two projects inside my city are proceeding 
and these three have been suspended. 

Gentlemen, I have a map I would like to show you. 

Nashville is a medium-size city, 180,000 in population. 1 would 
like to show you how important this highway program is to just one 
city in the United States, hoping you can see how important it is to 
every city. 

Congressman Frazier’s major city in his district is Chattanooga. I 
was talking the other day to the distinguished mayor of Chattanooga, 
and he said that, if these projects are cut off, the elevated portion of 
the highway project would be left up in the air and he was wondering 
where he was going to get the appropriations to furnish his people 
parachutes to get off that leg of the Interstate System where it ended. 

I would like to file with the committee this map, showing that we 
have five legs of this Interstate System coming into the capital city 
of Tennessee, Nashville, and a loop around the business district. We 
have about 100 miles of this system outlined in green. It is literally 
tearing our city up. 

Weare planning urban renewal projects that are on each side of this 
highway program. The East Nashville segment is now underway, the 
land acquisition, and the bridge over the river is advertised, I be- 
lieve, for letting. If this program is cut off, we are standing there in 
a very bad situation, 

I would like to file this to show just how important it is to cities 
to have this Interstate System inside the cities. 

Really, after all, if we are going to have these highways where 
they are needed, and if they are defense highways, I don’t know how 
our people are going to get out of our town in case of disaster or 
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threatened disaster. We are having a transportation study made on 
the present highways leading out of our city, spending some half- 
million dollars. Every indication is at this time that every one of our 
highways is insufficient, and that some of them are going to have to 
be widened to hundreds of feet in width to take care of the normal 
day-to-day traffic. So we are being strangled. 

If this Interstate System cannot be used, as in Chattanooga, Mem- 
ser) Knoxville, and these other cities, it presents a very serious 
problem. 

We had a conference the other day of the officials of the four major 
cities of Tennessee, and if this highway program is going to be held up, 
we do not know what we will do about the handling of the traffic. We 
thought it was a great program, and we still think it is a godsend to 
your cities in Tennessee, and getting folk in and around and through 
our metropolitan areas. 

The Cuarman. Mayor West, we appreciate your coming to the 
committee, and you, too, Mr. Richards, and the information you have 
riven the committee representing the thinking of the American 

{funicipal Association. 

The Committee on Ways and Means is charged, as you know, with 
only a part of the responsibility in the highway-construction pro- 
gram ; namely, the undesirable part of supplying the revenue from the 
American people to do what others determined should be done. This 
committee has no jurisdiction over the question of how the system 
is to be constructed nor where it will be constructed. That is the 
jurisdiction of another committee of the Congress in the House. 

We always find ourselves in the position, before undertaking to 
supply money, to determine whether the additional money requested 
is a desirable expenditure. 

You are suggesting to us that we should supply sufficient money for 
this program, regardless of how we have to do it, in order to permit it 
to be carried on to completion by 1975 at the latest ? 

Mr. West. Yes, sir. 

I might say that we, as municipal officials, are faced constantly 
with the problem of raising money for our projects. The only way 
we know cm to raise money is either by borrowing it or by raising 
taxes, which the city of Nashville is doing right now. 

I received a call late last night. The council has raised the tax 
rate on our people again. I find and believe that as long as the 
American people know to what use their tax money is put, that they 
certainly have always measured up. 

The Cuatrman. As far as I am concerned, I want to leave this 
borrowing to the municipalities and the States, and not create the 
situation of more borrowing here on the part of the Federal Gov- 
ernment. We have a rather sizable amount of debt, the management 
of which is causing us concern right now. 
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I do not look with favor at all upon the borrowing of money for 
this purpose to be paid back at some future date out of a fund that 
we know right now will not have enough in it to pay the bonds. 

I think we have to figure out some way to get some additional money 
for this program if the program is to cost $36 to $38 billion and is 
not to be curtailed or disrupted or slowed down. 

[ appreciate the fact that you assure us that the American Munici- 
pal Association, made up of all of the fine officials of this country, 
will support the committee in its approach to that financing problem. 

Mr. West. Yes, sir. The mayors supported the Congress before in 
the increase in the tax rate, and I believe, sir, individually, that they 
would again if that is necessary. 

The CuamrmMan. Would they go so far as to support the committee 
if the committee should decide that in this interim period, at least, 
it would be necessary to provide for some increase in the gasoline tax 4 

Mr. West. I think so; yes, sir. I certainly do. I think if the 
Executive feels like an additional tax is necessary, the legislative fur- 
nish that and label it as such. 

The CuHamMan. Dedicated for this purpose of building roads? 

Mr. West. Yes,sir; I sure do. 

The Cuatrman. Do you think the people that make up the cities 
where these problems are so great will go along ? 

Mr. West. Yes, sir; if they are included in the program. 

The CHarrMan. Well, they are not going to be excluded, I am 
sure, because you recognize, I guess, and I know you do, that the 
majority of the House of Representatives is made up of people who 
come from rather sizable municipalities. 

Mr. West. I am certainly delighted to hear that, Mr. Chairman. 

The CuarrMan. The situation is not what it used to be when I first 
came to Congress, at least. The majority then of the representation 
in the House came from rural areas. The majority now come from 
Nashville and communities of your size. 

Mr. West. Well, I am certainly delighted to hear that. 

The Cuarrman. That is this increase in population that you have 
been talking about in the urban areas. I think the less you say about 
the rumor you heard of cities being cut out of this program, the bet- 
ter it will be. 

I am not on the committee that would have jurisdiction of that 
problem, but I daresay they are cognizant of the same facts that I 
am cognizant of. 

Mr. West. Mr. Chairman, we in the cities are very sensitive. We 
deal with 48 rural dominated and controlled legislatures. We are 
very sensitive about our role in the national economy and providing 
the money from the tax sources. But we also feel like we ought to 
be entitled to some consideration when it is spent. 

The CHarrman. If you folks in the cities take the same position that 
you are taking here, I am sure the Congress will appreciate it. When 
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we have to do something about the growing problems of urbanization 
that are so severe, you should take the attitude that you take today, 
That is, “If you get a program out, we are willing to pay our-part 
of it.” 

Mr. West. Yes, sir. 

The CuatrmMan. Thank you very much. 

Mr. Mason will inquire. 

Mr. Mason. I want to say, Mayor West, as a representative from 
the rural areas and not the urban areas, that rumor of cutting out the 
urban areas from this road program is like Mark Twain’s death; it is 
greatly exaggerated. 

Mr. West. Wonderful. And as your customers, your chosen cus- 
tomers, we hope, and good customers, we appreciate that. 

The Cuarrman. Mr. Baker will inquire. 

Mr. Baxer. I, too, welcome you to W a2 rton, Mayor West, and 
before the Ways and Means Committee. 1ave known for many 
years of your great interest in this problem we of your active inter- 
est in it in Tennessee and throughout the Nation. 

I was interested in your observation about the urban situation be- 
cause it has concerned me. 

As you know, I represent an urban area and also a rural area. 

This morning a ranking member of the Public Works Committee 
of this House presented six suggestions to this committee. Number 
four of the six was: 


Review the plans of the highway commissions in the various States to de 
termine whether or not the proper emphasis is being placed on getting roads 
built between population centers or whether too much emphasis is being put 
on acquiring, planning, and doing engineering work on roads through communi- 
ties which obviously will be taking care of local traffic now rather than 
interstate traffic. 


I think that almost supports the fear which you expressed. I think 
it isa great mistake. 

As you know, the legislature in Tennessee is fairly well dominated 
by rural representativ es. This is no place to have that type of 
dissension. 

Mr. Wesr. Thank you. 

Your distinguished mayor of Knoxville was in the conference the 
other day, I might say, and, of course, he is as apprehensive as I am. 

(The resolution of the City Council of Nashville, previously re- 
ferred to, follows :) 

RESOLUTION 59-85 


A resolution addressed to the Congress of the United States opposing the 
proposition of cutting urban areas out of the national highway program 


Whereas in an effort to solve the temporary financial deficit in the trust fund 
used for the construction of the National System of Interstate and Defense 
Highways, consideration is being given to the proposition of cutting urban areas 
out of the national highway program; and 

Whereas the House Ways and Means Committee is now conducting hearings 
on this particular proposition ; and 

Whereas two-thirds of the people of the United States live in urban areas 
and generate 44 percent of the total traffic volume of the United States, and 
pay the bulk of the gasoline tax from which the highway trust fund is derived: 
Now, therefore, be it unanimously 

Resolved by the mayor and City Council of Nashville, Tenn., as follows: 

Section 1. That the adoption of this resolution be considered as a vigorous 
protest from the people to the House Ways and Means Committee, and to the 
Congress of the United States, against the cutting out of urban areas from the 
national highway program. 
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Sec. 2. That the Congress of the United States be memorialized to devise 
some means other than the falsely economical and unrealistic elimination of 
urban areas from the highway program to cure the temporary financial deficit 
of the highway trust fund. 

Sec. 3. That this resolution take effect from and after its adoption, the wel- 
fare of the city requiring it. 

Introduced by: 

Chas. E. Riley, George W. Carlisle, Charles Bramwell, A. Wesley Dix- 
son, William P. Doyle, Walter Morgan, Mrs. Gertrude Bartlett, 
John B. Robinson, W. H. Yarbrough, W. Y. Draper, Z. Alexander 
Looby, A. D. Gillem, John W. Overall, Robt. E. Lillard, H. Porter 
Smith, Ernest A. Craft, J. R. Mansfield, Alfred Woodroof, Frank 
Melfi, George Fariss, Lewis Payne, H. Sanders Anglea, Members, 
Nashville City Council. 

Recommended : 

BEN WEst, Mayor. 


I hereby certify that this is a true and correct copy of the original resolution 
59-85 of the City Council of the City of Nashville, Tenn. 

Witness my hand and the seal of the city of Nashville, Tenn., this 22d day 
of July 1959. 

[SEAL] W. M. Carer, Jr., City Clerk. 

The Cuarrman. Are there any further questions? 

If not, we thank you, gentlemen. 

Our next witness is Mr. Cox. 


STATEMENT OF WALTER A. COX, JR., MEMBER OF THE LEGISLA- 
TIVE COMMITTEE OF THE GRAND COUNCIL OF UNITED COM- 
MERCIAL TRAVELERS 


The Cuarrman. Mr. Cox, will you identify yourself for the record, 
by giving your name, address, and the capacity in which you appe: ar? 

Mr. Cox. Mr. Chairman and members of the committee, my name 
is Walter A. Cox, Jr. I make my home in Baltimore, Md. I ama 
member of the legislative committee of the Grand Council of United 
Commercial Trav velers, to which I have belonged for 50 years and in 
whose behalf I am appearing today. 

It is the firm belief of the members of the United Commercial 
Travelers that any increase in the Federal gasoline tax, regardless of 
amount, would be unjustified, discriminatory, and inflationary. 

We have alw ays accepted the principle that gasoline taxes and all 
other automotive taxes are levied as special taxes to pay for roads. 
After all, the people who use roads.are the only ones who pay those 
taxes. Yet we are now paying nearly $114 billion a year in auto- 
motive taxes to the Federal Government that does not go for roads, 
as it should. Under the circumstances, we fail to see how any further 
tax increase can even be entertained. 

Moreover, no segment of the population is saddled with as many 
taxes as are motorists. These days, it seems, a man has to buy ¢ 
tankful of taxes with his gasoline. And although those taxes may 
pay for the highways he needs, their weight now threatens to cut down 
the amount of driving he can afford. 

We are all agreed, I think, that highways are supposed to encourage 
growth and stimulate travel. In other words, ever ybody benefits from 
good road systems. Why then should not everybody pay a propor- 
tional share? To ask more of motorists than the staggering taxes 
they already pay is plainly discriminatory. 
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Finally, gasoline and other automotive levies apply with equal 
rates to everyone. So when any of those taxes are increased, the low 
income and fixed income groups are hit the hardest. The flow of 
money into their families is cut down and there is no way to com- 
pensate for its loss. Their standard of living must, of necessity, be 
revised downward. 

While a lot of people talk about curbing inflation, tax proposals 
such as the one being discussed here today keep carving into the 
incomes of millions of people who are already labeting beneath the 
burden of spiraling prices. 

If I may, I'd like to cite myself as a prime example. I am now 82 
years old and have been living on a limited retirement income for 
some years. That income is fixed and static. Yet in the last 10 years 
alone, prices on general consumer items which I need and use have 
risen more than 24 percent. My income dollar has therefore dwindled 
to 76 cents since 1949. 

More appropriate to the topic at issue, gasoline taxes themselves 
have risen some 37 percent in the same period. Gasoline prices I don’t 
believe have risen anywhere near that amount. So it is clear that 
such tax inflation is another of the important factors that has reduced 
my real income and the limited incomes of others like me. 

It should be borne in mind that even with all the py ae en- 
joyed by this country at the moment, per capita income in the United 
States is still in the vicinity of $2,000 per year. In addition, more 
and more people are reaching retirement age and living in a situation 
similar to mine. 

This Federal gasoline tax proposal, if enacted, will just take one 
more bite out of the foundations on which we have built our lives. It 
cannot do anything but abet other inflationary tendencies and could 
even act as a lever for gasoline tax increases at the State level. 

Unless such unjustified and thoughtless tax increases are curbed, 
I could well find myself with less practical mobility than my parents 
had when I was born in 1877. 

I appreciate the opportunity to express my views of the United 
Commercial Travelers on this important issue. 

The Cuarmman. Thank you, Mr. Cox, for coming to the committee 
and expressing the views that you have. 

Our next witness is Mr. Koch. 


STATEMENT OF ROBERT M. KOCH, EXECUTIVE VICE PRESIDENT, 
NATIONAL CRUSHED LIMESTONE INSTITUTE, INC. 


The Cuarrman. Would you identify yourself by giving your name, 
address, and the capacity in which you appear ? 

Mr. Kocn. I am Robert Koch, executive vice president of the Na- 
tional Crushed Limestone Institute. 

The Cuarmman. Mr. Harrison, our colleague on the committee from 
Virginia, asked me to express his regrets at not being able to be here 
during your appearance this afternoon. He is greatly interested, he 
said, in what your organization has to say about this matter before 
the committee. 

He asked me to draw your attention to the testimony of certain 
witnesses yesterday who said that greater savings could be made in 
using asphalt concrete as opposed to slab concrete. 
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Would you like to submit a comment on that point ¢ 

Mr. Koon. We would be glad to. 

The Carman. In accordance with Mr. Harrison’s request, you 
may include that. 

(Information referred to follows:) 


NATIONAL CRUSHED LIMESTONE INSTITUTE, INC., 
Washington, D.C., July 28, 1959. 
Hon. Witzur D. 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D.C. 

DEAR CHAIRMAN MILLs: In reply to the request from Congressman Harrison, 
which you presented to me in his absence, I am submitting the following supple- 
mental statement to what I was privileged to present to you and your committee 
personally last Friday. 

First, I wish to make it very clear that members of the limestone industry 
furnish aggregates for all types of highway construction. In some instances 
larger tonnages are developed for our industry under flexible or asphaltic pave- 
ment construction and in others under rigid or cement pavement construction. 

However, in view of the Bureau of Public Roads letter of June 20, 1959, to 
the Asphalt Institute, copy attached, indicating that the Bureau has published 
no conclusions or findings on the maintenance costs per mile of different road 
types and in view of the savings in original construction costs as shown by the 
attached table, we believe competitive bidding should be thoroughly considered 
if not required. 

As we approach the problem of how to finance our expanded highway program 
it seems to me that we must at all times be in a position of defending our 
expenditures by being able to prove that we are buying the maximum construc- 
tion possible per tax dollar expended. 

Respectfully yours, 
Rosert M. Kocu, 
Executive Vice President. 


Sample cost comparisons * 


Portland 
cement 
concrete 


Asphaltic 
concrete 


Asphalt 
savings 
per mile 


California: 
$45, 619 
66, 739 
78, 848 
3 92, 628 


Freeway (San Francisco) 
Freeway (Los Angeles) 


New Jersey 
Oklahoma 


47, 196, 876. 
5. 785, 369. 00 
6, 474, 809. 00 

45, 729, 568. 00 

10, 452, 485. 00 


44, 442, 950. 00 
4, 812, 624. 00 
5, 233, 675. 00 

40, 272, 434. 00 


11, 768 
20, 696 
84, 430 
46, 404 
13, 194 


88 9, 291, 364. 00 
Virginia 36 45.65 44.03 


| 
2 | 50, 700 
| 


1 Source: Asphalt Institute. 

? Figures not available at time letter prepared. 

* Figures on Ist 3-mile section. 

Per square yard. 

U.S. DEPARTMENT OF COMMERCE, 
Bureau or Pusiic Roaps, 
Washington, D.C., June 20, 1959. 
Mr. Arvin S. WELLBORN, 
Chief Engineer, The Asphalt Institute, 
University of Maryland, College Park, Md. 

Deak Mr. WELLBORN: In reply to your inquiry of June 19, 1959, concerning 
published data on maintenance costs per mile, you are advised that the Bureau 
has never published and distributed any conclusions or findings of fact on the 
maintenance costs per mile of different road types. Numerous attempts have 
been made in the past to develop data on this important subject but no accurate 
or reliable results have so far been obtained. The material that was developed 
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in such previous efforts by the Bureau was, in our judgment, so nonuniform in 
its preparation as not to warrant public distribution. Such data included 
numerous prorated expenditures, widely varying levels of maintenance ade- 
quacy, and numerous internal policy decisions peculiar to individual State’s 
operations, which have perhaps had more bearing on the apparent costs than 
have the physical differences in construction types. 

There is a need for reliable data on this subject and some plans are underway 
now with the Highway Research Board looking toward initiation of a research 
type of study which it is hoped will yield the kind of reliable and unassailable 
data that is needed, in combination with other facts, to assist highway admin- 
istrators in reaching decisions on this matter. 

Sincerely yours, 
F. C. Turner, 
Deputy Commissioner and Chief Engineer. 

Mr. Kocu. Mr. Chairman and members of this committee, I very 
much appreciate the opportunity to appear before you today in sup- 
port of adequate financing for our expanded highway program. Ns 
you and the members of this committee know, in addition to the off- 
cial capacity in which I am now appearing, I also represent the lime- 
stone industry as president of the National Pyetd seen Limestone 
Institute. In the 2 organizations there are 503 producers of lime- 
stone, all but 15 of whom produce aggregates for highways. 

Earlier this year I was privileged to testify before the House 
Public Works Committee in support of Congressman Fallon’s bill, 
H.R. 5950. In my testimony oe that committee I brought out 
that the limestone industry is now past the planning stage and would 
suffer drastically should the expanded highway program be curtailed 
in any way. Members of this industry have borrowed and invested 
money in new plant capacity and are geared to supply all the lime- 
stone aggregate this mammoth program will require. 

If Congress does not offer a solution to the problem, our industry 
will not only suffer a great financial loss but the economy as a whole 
will be severely damaged from the laying off of thousands of key 
employees and truckers. 

Furthermore, any break in the orderly procedure currently under- 
way will inevitably increase the ultimate eost of the highway program. 
While we in the National Crushed Limestone Institute will support 
any method of financing this essential program, we are concerned 
over the delay in reaching a compromise between the several differ- 
ent proposed methods. While our original concern was with the allo- 
eating of 1961 fiscal funds, we now find areas where payments for 
1960 contracts this fall may be held up and other contracts canceled 
or deferred. 

Inasmuch as our highways are a capital investment which will 
greatly expand our economy, are we not being too budget conscious 
to even think about curtailing them? We should not tailor the high- 
way program to the available money but should provide sufficient 
funds to keep the 41,000-mile program on schedule. 

The immediate problem facing current contracts would not exist if 
the highway trust fund had not been burdened with a liability of 
$1,975 million for work previously authorized on general fund reve- 
nues. Receipts have totaled $5.81 billion since the trust fund was 
established. However, instead of being reserved to be used for future 
highway work, costs of highway construction authorized in earlier 
years, when all of the highway-user taxes went into the general fund, 
were shifted from the general fund to the trust fund. 


| 
| 
| 
| 
iy 
— 
: 
4 


HIGHWAY FINANCING PROGRAM 


Thus, the trust fund, with a specific group of revenues to accom- 
plish a specific purpose, began its existence not with a zero balance as 
might be expected, but instead with a liability of $1,975 million. 

Had this general fund liability not been shifted to the trust fund, 
its actual June 30, 1959, balance of $523 million would have been 
$2.489 billion and there would have been no question of a trust fund 
deficit this year or next year or the year after. 

What actually happened, of course, was that che trust fund not 
only accepted a pre-1956 liability of $1.975 billion, but actually had to 
run a deficit of $501 million right at the inception before the new 
program got underway. This is shown on a bar graph. 

(The bar graph referred to follows :) 


OPERATION OF HIGHWAY TRUST FUND 
FISCAL YEARS 1957, 1958, 1959 


Key: 
(Millions 


of dollars) Receipts 


Expenditures 
Balance 

Obligations incurred prior 
to July 1, 1956, attributable 
to Federal-Aid highways and 
charged to Highway Trust Fund. 
2, 340 Possible balance except for 1/ 
aj Possible balance except for other 
2,160 | obligations charged to Trust Fund 


$2,700 


2,520 


4 


1,980 


1, 800 


"e066 


Pere rrr 


1,620 


1,440 


1,260 


II. 


of al 


1,080 


x 


1956 1958 


Source: U.S. Treasury NCLI - July 1959 
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We requested Dr. Robinson Newcomb, who has been asked to testify 
before the Council of Economic Advisers, the Joint Economic Com- 
mittee, and the Banking and Currency Committee, to review this 
problem of highway financing for us. He has developed some facts 
and figures which, in our opinion, everyone concerned about this prob- 
lem will find of interest. 

Incidentally, Dr. Newcomb spoke at our last annual convention 
here in Washington on “The Highway Program Is Big—But It Is 
Not Big Enough.” I have attached a copy of this speech to my re- 
marks as he points up quite vividly some problems of the immediate 
future. 

(The speech referred to follows :) 


{From the Congressional Record, proceedings and debates of the 86th Cong., 1st sess.] 
THE NATION’S HIGHWAY PROGRAM 


Extension of remarks of Hon. John Sherman Cooper of Kentucky in the Senate 
of the United States, Tuesday, March 10, 1959 


Mr. Cooper. Mr. President, last month the National Crushed Limestone Insti- 
tute, Inc., held its annual convention at the Statler-Hilton Hotel, here in Wash. 
ington, on January 21 and 22. The luncheon address delivered at the convention 
on Thursday, January 22, concerns the question of the scope and adequacy of 
the Nation’s highway programs. It was delivered by Dr. Robinson Newcomb, 
who has served as an economic consultant for several congressional committees, 
and as an economist in governmental agencies. 

I ask unanimous consent that the address be printed in the Record. 

There being no objection, the address was ordered to be printed in the Record, 
as follows: 
ProcrAM Is Bie, But It’s Nor Bie 


“(Address by Dr. Robinson Newcomb presented at the annual convention lunch- 
eon of the National Crushed Limestone Institute, Inc., January 22, 1959, Hotel 
Statler-Hilton, Washington, D.C.) 


“Mr. Chairman, ladies, and gentlemen, the one thing about which I am fairly 


certain is that our highway program has to be bigger. Each of you has a simple 
one-line chart No. 1 in front of you. 


GROSS NATIONAL PRODUCT in 1957 PRICES 
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“I hope this chart gives my story. I hope it tells all I want to say. If it 
does, any of you can leave this minute without missing anything, because you'll 
have the idea. This chart shows that in constant dollars, if there were such a 
thing, the economy has grown from 3 to 3% percent year in and year out includ- 
ing the depression years—including the thirties. I believe—and most technicians 
in the field believe—that the economy in the future can grow at least this fast 
and very possibly slightly faster. The economic report the President issued last 
Tuesday goes into some detail in explaining why and how we've been able to 
reduce the likelihood of serious recessions in the future. So, if the economy 
has grown this fast with serious recessions, it certainly should grow this fast 
without them and very likely faster without them. 

“There’s another simple reason why the economy should grow at this rate in 
the future. Unless we think our kids are dumber than their parents, we should 
expect them to progress as fast as our parents and as fast as we progressed. If 
your children are as smart as I think my children are, we ‘ain’t’ seen nothing yet. 
So, if you will agree with me that this country will grow in the future at least 
as fast as it grew in the past, may I pass on to the next point? 

“Traffic has to grow faster than business as a whole. If business as a whole 
grows 3% percent per year, traffic has to grow faster—at least 4 or 5 percent per 
year. Advancing culture and the increasing complexity of civilization require 
a greater and greater interchange of materials and of services. The self- 
sufficient peasant may make cloth for his own needs, and provide most of the ma- 
terials and labor for his own food and shelter. He may depend on others for 
very little more than salt and the simplest of tools. He needs little in the way 
of roads or other transportation. But, with the onset of specialization, one of 
the essentials of increasing productivity and rising standards, must come more 
transportation. A man who weaves more cloth than he uses tries to exchange it 
for food and other things that he needs. Roads or other means of transportation 
must be developed if he is to exchange his cloth for what he considers the neces- 
sities of life. Otherwise, he must go back to a pastoral or a hunting economy. 

“Specialization means exchange, exchange means traffic, and the type of mass 
traffic which has been growing most rapidly is highway traffic. And that high- 
way traffic requires facilities in the form of better highways. Highway traffic 
for all except basic commodities, such as coal, steel, timber, and grain, is proving 
the most efficient transport when all things, including time, are considered. 
So, if traffic as a whole grows faster than the economy, highway traffic particu- 
larly grows faster than the economy. Vehicles traveled twice as many miles over 
highways for each given value of business done in 1929 as they traveled for the 
same volume of business transactions in 1923. Or to put it differently, there were 
twice as many vehicle-miles per dollar of business done in 1929 as there were for 
the same volume of business done in 1922. This is all, of course, in constant 
dollars. 

“The growth in business about which I have been talking, this chart you hold 
in your hands, represents an increase in real, not inflated, dollars. The high- 
ways, no matter how you look at it, have to be improved. The growth in highway 
traffic during the twenties followed the normal growth pattern of most healthy 
new industries. Traffic grew 11 percent per year compounded annually, more 
than did business during the twenties. And, traffic grew even during the depres- 
sion in relation to the volume of business. From the peak of prosperity in 1929 
to the depths of depression in 1933 traffie per volume of business done grew at an 
annual rate compounded at about 10 percent per year. That’s almost as much 
during the recession as it grew in the prosperous years of the twenties. Even the 
depression did not stop the growth in relative highway use. 

“Here the story begins to get a little complicated, and if it’s hard to follow, 
don’t worry because the concept is basically the same one. If the economy con- 
tinues to grow then highway traffic should grow somewhat more. 

“New industries tend to show a standard growth pattern. They tend to grow 
slowly at the onset, then the rate speeds up, then the rate of growth finally 
declines. But in any basic industry the rate of growth does not suddenly stop. 
As a new industry is replaced by an old one, as the railroads were replaced by 
highways, or canals were replaced by railroads, the rate of growth in these indus- 
tries slowed down. But it didn’t suddenly reverse itself. The growth of highway 
traffic did not follow this historic, yet basic, economic pattern. The growth of 
highway traffic did not taper off as normally happens. It stopped abruptly. It 
shifted from a positive rate of growth of 10 percent per year even during the 
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depression years to a sharp decline. Such a sharp reversal in trend from a high 
rate of growth to a negative rate is unusual. In no basic industry can I recollect 
this having occurred except in highways. 

“What happened is fairly obvious. Highway construction was fairly well 
maintained through 1931. Real expenditures on a constant dollar basis rose 
about 10 percent per year from 1921 to 1931. This according to the Bureau of 
Public Roads studies provided a capital investment in 1931 that was about 4.6 
times as great as it was in 1921. As the highway traffic was about four times as 
great in 1931 as it was in 1921, highways were about as well equipped to carry the 
higher volume of traffic in 1931 as they had been equipped to carry the lower 
volume of traffic in 1921. But, highway construction stopped almost completely 
in 1932. Construction dropped over 10 percent in real terms from 1931 to 1932 
and another 30 percent from 1931 to 1933. Highway capacity, as measured by 
depreciated investment, stopped rising at a rate which would permit highway 
traffic to grow as it should grow. Roads became congested. Hardening of traffic 
arteries appeared. When many roads were carrying capacity traffic, an increase 
in demand for traffic in normal times could move only by displacing existing 
traffic. 

“Chart No. 2 was prepared for me by the Bureau of Public Roads using Public 
Roads’ data on investment in highways and on traffic. It is drawn as an index 
of inadequacy. 


INDEX OF INADEQUACY 
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“If it is turned upside down, it becomes an index of adequacy. 
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“This chart shows that roads became more adequate from 1921 to 1930, that 
is, we built more capacity in 1921-30 than we added to our traffic. So the 
roads were better and better able to handle traffic up until about 1932. But 
from then on adequacy dropped. Of course, the roads were able to handle the 
traffic during the war years because we held traffic down. At the end of the 
war, the roads were freed again and traffic was allowed to grow. The chart 
shows what happened. Adequacy, on the basis of 1939-40 equals 100, dropped 
to 61 in 1955. We haven't been building roads fast enough to keep up with 
traffic. That is why in part it takes you so long to get from your house to your 
work. 

“The next chart, No. 3, was also prepared by the Bureau of Public Roads. 
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“It shows annual expenditures on highways per vehicle mile traveled. This 
was determined using 1947 and 1949 construction dollars, calculated by the De 
partment of Commerce. What was done was to divide the number of dollars 
spent each year, in constant terms as calculated by Commerce, by the number 
of vehicle-miles as estimated by the Bureau of Public Roads. If we look at the 
figures for the beginning of the twenties we spent almost 1.2 cents for each 
mile traveled. In 1958 money, that would be about 1.9 cents. We spent this 
down through 1929 for each mile traveled. But during the early years of the 
Hoover regime expenditures on highways were increased. We sometimes forget 
that public and highway expenditures rose in 1930. They were higher in 1931 
and in 1932 than they were in 1929. They continued to rise more than traffic 
during these years. We fixed up our roads fairly well through 1932, as you may 
remember from the index of adequacy or of inadequacy which we just saw. But 
in 1938 we checked our spending on roads. Outlays went down to something 
like six-tenths of a cent a mile or thereabouts by 1935. Then appropriations 
were increased again and public roads construction was revived. Expenditures 
rose to about nine-tenths of a cent per mile. Then they went down and with the 
war, to something like 0.2 to 0.3 cents. By 1955 we were back up to something 
like 0.6 and now they are something less than 0.7 compared to 1.2 cents in con- 
stant dollars in the 1920’s. In spite of all we spent last year, we are still spend- 
ing less per vehicle-mile than we spent even in 1933 and far less than we spent 
back in 1925-29. 

“Today’s program seems big. You've been told many times it’s a big program. 
But in relation to the size of the country and in relation to the volume of 
traffic, it isn’t a big program. It’s six-tenths as big a program as it was 20 
years ago. We forget how big we are, we forget that this is a growing country, 
a country growing 0.75 percent per year. If the country grows this fast, obvi- 
ously its expenditures for utilities must grow to keep abreast. We don’t get 
excited when the A.T. & T. issues another big bond issue and spends more money 
for lines or switchboards. We don’t get excited when the Potomac Electric 
Power, or your local utility, spends more money to increase its capacity for 
generating electricity. The only time we worry about spending to improve 
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public utilities is when we talk about something like public roads. Payment 
for this utility comes out of the public exchequer instead of the private pocket- 
book. You men won't sell your limestone to the road program unless the money 
is available to build this program which I hope you won't call a big program, 
but more or less a normal program. Nothing comes without some effort and it 
won't take an awful lot of effort on your part to get the appropriations through, 
Iam sure, for this normal highway program. 

“If economy is to grow 3% percent per year, highway traffic will have to 
grow roughly 5 percent per year for the next decade. The heavy dotted line on 
top on the last chart, No. 4, indicates what traffic might have been had we 
continued to build highways and had we avoided the recession. 


PROJECTED VEHICLE MILES OF TRAVEL 


AcTuUAL TRAVEL 
wae POSSIBLE TRAVEL IF 
HAD WOT BEEN CURTANED 


TRAVEL IN MILLIONS OF VEHICLE MILES 


4 8680 19955 6 6 ? 
YEAR 


“The heavier dotted line on the right suggests what traffic may be if we 
continue to build adequate highways now. The rate of growth which may be 
necessary for economy growing at 3% to 4 percent a year would yield a trafiic 
volume of about a trillion, two hundred billion miles by 1970. 

“I’m throwing this in because pretty soon we will have to learn to talk in 
terms of trillions. By 1970 a high employment volume of business, in 1958 
dollars, would be something like $750 million.” But by 1985, maybe, it will be 
something like $1 trillion. Now, most of us hope to be alive in 1980, so we will 
have to learn to talk in terms of trillions. We are approaching an era in which, 
in the highway field, we will have to talk in terms of trillions earlier than we 
do in the terms of the national economy. But we won’t have a national economy. 
of $750 billion by 1970 unless we have highways which will permit traffic growth 
of a billion vehicle-miles and probably 1.2 billion by 1970. Those who would 
suggest that we hold back on highway expenditures are actually then suggesting 
that we should restrict the rate of growth of the economy. That would mean 
that we would not need highways to transport goods which the unemployed are 
not producing. If we permit the economy to grow and the unemployment to 
remain relatively low, we must provide the capacity to move the goods our higher 
rate of economy will create. 

“A calculation of the capacity required for the sort of traffic I have been dis- 
cussing, suggests that something over $8 billion per year would be needed for 
construction between now and 1965. About another $4 billion might be needed 
for maintenance, debt service, police costs, and so on. This $8 billion estimate 
may be compared with a construction outlay of approximately $5,350 million 
as estimated by the Department of Commerce for last year. This would suggest 
that during the next decade the average should be increased about 50 percent. 
The estimated outlay for 1959 is about $6 billion, or an increase of over 10 
percent. For the decade 1966 to 1975, construction expenditures needed may 
approach $11 billion. That’s double last year’s expenditure. This would sug- 
gest your sales then may be double what they are now. 
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“Once we have provided adequate highways, the capacity needed may grow 
but little more than the economy as a whole—approximately 4 percent per year. 
In the meantime, let’s not create unemployment in order to avoid the expense 
of creating highways.” 


Probable trust fund receipts by fiscal years assumptions 


1961 162 | 1963 | 1964 | 1960-62) 1960-64 


Value mile (billion) 745 | 845 | 2.235 3, 890 

Value sales (million) 5.6 5. 6 6.7 | 19.4 32.6 

Value sales index 2 3 ‘ 128 | 350 | 600 


Trust fund receipts 


[Billions of dollars} 


1960-62 1960-4 


Truck, bus, ete 4 -12 | ‘ .37 64 


Total j ‘ 4 2. . 36 . 47 4 11. 87 
Oficial b 2. . 33 2. 11.32 


Other excises 
[Billions of dollars] 


1961 1962! 


New auto 

Parts, ete. __ 
Lubricating oils. 


Grand total 


! To be conservative, allows for possible but not inevitable recession. d 
?Includes accessories, which are expected to increase enough to more than offset increased sales of com- 
pact, including foreign, cars. 


Prepared for NCLI by Dr. Robinson Newcomb. 


In Dr. Newcomb’s opinion the official estimates of probable trust 
fund receipts which were presented in the letter from the Acting 
Secretary of the Treasury to Congress, dated February 27, 1959, and 
reprinted as House Document No. 92, were based on low estimates of 
traffic. The traffic estimates were even low for the recession period 
of 1957-58. They are almost certainly too low for the relatively pros- 
perous fiscal 1960 and too low if the period following fiscal 1960 is one 
of average prosperity. 

Even if it is assumed that the very low traffic estimates of the 
Treasury are correct, revenues of the trust fund as presently set up 
will approximate $7 billion in the 3 fiscal years 1960-62, and $12 
billion in the 5 fiscal years 1960-64. Official revenue estimates for 
the fund are about a quarter of a billion dollars too low for this period 
even using official traffic projections. 

However, it is assumed that traffic will grow approximately 4.7 
percent from fiscal 1959-60, while the gross national product grows 
6 or 7 percent (traffic often increased more than the GNP, so this may 
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be too low), and if it is assumed that traffic will grow only about 4 
emer per year thereafter (which may be less than is needed for a 

igh employment economy during these years), he believes revenues 
should exceed these official projections very nicely. 

Should this committee decide that only the $501 million referred 
to earlier should be returned to the trust fund and if the fund’s income 
in fiscal 1960 approximates $2,190 million, as Dr. Newcomb believes it 
will, it would leave $3,214 million available for expenditure. The 
Secretary of Commerce estimates outlays at $3 billion. This would 
leave a balance of about $212 million on hand June 30, 1960. Income 
in fiscal 1961 should approximate $2.27 billion. This would provide 
nearly $2.5 billion in cash. The official estimates of costs run just 
over $2.71 million, which would cause the fund to show a slight deficit 
of $229 million in fiscal 1961. Revenues should nicely exceed costs in 
fiscal 1962 and 1963, creating a balance of $746 million by July 1963. 

Should this committee decide that the $501 million not be returned 
and left in the general fund, and should expenditures in fiscal 1960 
equal the estimates presented by the Secretary on the assumption that 
allocations to the States would be forthcoming by July 1, then the 
total funds available might run short by $289 million. <A shortage 
of this amount might occur, however, whether funds are allocated or 
not, as allocations available in July do not result in contracts for 
sometime and actual claims against the trust fund are not made on 
the average for about 18 months. 

When the highway trust fund was established it included a decla- 
ration of policy which I would like to quote at this time: 

(b) DECLARATION OF PoLicy.—It is hereby declared to be the policy of the 
Congress that if it hereafter appears— 

(1) that the total receipts of the trust fund (exclusive of advances under 
subsection (d)) will be less than the total expenditures from such fund 
(exclusive of repayments of such advances) ; or 

(2) that the distribution of the tax burden among the various classes of 
persons using the Federal-aid highways, or otherwise deriving benefits from 
such highways is not equitable. 

The Congress shall enact legislation in order to bring about a balance of 
total receipts and total expenditures, or such equitable distribution, as the case 
may be. 

If this committee decides against returning the $501 million I 
strongly recommend that you adopt the following solution. Increase 
the motor fuel (gasoline and diesel) tax one-half cent per gallon 
and credit the unallowed for growth in vehicle excises to the trust 
fund. This is shown as plan IT in enclosure (b). 

(The enclosure referred to follows:) 


Highway trust fund prospects, probable revenues,’ and outlays by fiscal years 
{In millions of dollars] 
PLAN I. RETURN OF $501,000,000 TO TRUST FUND 


1961 


Cash in trust fund July 1 
Trust fund receipts 


Total assets fiscal year 
Trust fund expenditures 


Balance June 30 


* Trust fund receipts revised as per chart (a). 
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Highway trust fund prospects, probable revenues,’ and outlays by fiscal years— 


Continued 
[In millions of dollars] 


PLAN II. INCREASE FEDERAL MOTOR FUEL TAX BY 4% CENT AND CREDIT SURPLUS 


EXCISES TO TRUST FUND 


Cash in trust fund July 1 

Motor fuel tax increase of 44 cent 
Surplus excise taxes 

Trust fund receipts- 


Total assets fiscal year 
Trust fund expenditures - 


Balance June 30 


1,670 


2, 275 


PLAN ITI, INCREASE FEDERAL MOTOR FUEL T 


Cash in trust fund July 1 
Motor fuel tax increase of 4% cent 


Total assets fiscal year 
Trust fund expenditures 


Balance June 30 


PLAN IV.—CREDITING SURPLUS VEHICLE EXCISE TAXES TO 


TRUST 


Cash in trust fund July 1 
Surplus excise taxes 
Trust fund receipts 


$523 
190 
2, 190 


—$99 
210 
2, 270 


Total assets fiscal year 
Trust fund expenditures 


2, 903 


2, 381 
2,711 


Balance June 30 


—330 


PLAN V. COMBINATION OF PLANS I AND III 


Cash in trust fund July 1 
Transfer from general fund 


Total assets fiscal year 
Trust fund expenditures 


Balance June 30 


PLAN VI. COMBINATION OF PLANS I 


Cash in trust fund July 1 

Transfer from general fund_ 
Surplus excise taxes. 
Trust fund receipts._....-- 


Trust fund expenditures 


Balance June 30 


PLAN VII. COMBINATION OF PLANS I AND II 


Cash in trust fund July 1 
Transfer from general fund 
Motor fuel tax increase of 4% cent 
Surplus excise taxes 

st fund receipts 


Total assets fiscal year 
Trust fund expenditures 


1 Trust fund receipts revised as per chart (a). 


d 
° | 1960 | 1961 | 1962 | 1963 aa 
2100] 2,270} 2,360] 2,470 
e 8,085 | 3,045 
$523 | —$39 | —$170 $330 
| 250 310 325 335 
ut | 2,190| 2,270] 2,360 2,470 
AND IV 
ist 
3,404 | 2,882] 2,711| 3,236 
416 190 210 180 240 
746 
731 | 1,411 | 2,786 


396 HIGHWAY FINANCING PROGRAM 


If the fuel tax were increased by one-half cent by August, it would 
yield about $250 million in fiscal 1960. The official edeet estimates 
projected a decline in the receipts from excise taxes on automobiles, 
parts, et cetera. It now looks as though receipts from these taxes 
will exceed receipts in fiscal 1960. The Treasury was apparently 
wrong by over $200 million on this point. 

If the growth only in these excises, which the Treasury was not ex- 
pecting and has not planned to spend, could be credited to the highway 
trust fund, this alone would add an additional $190 million in fiscal 
1960 and, combined with a one-half cent fuel tax increase, would yield 
a trust fund surplus of $151 million in fiscal 1960. According to the ex- 

enditure estimates of the Secretary, the fund, using this plan, would 
Be solvent by $230 million in fiscal 1961, $900 million in fiscal 1962, and 
$2,275 million in fiscal 1963. 

Mr. Chairman, we appreciate the opportunity to appear before you 
to present these suggestions. However, we wish to reiterate that any 
method to finance the highway program on schedule is in the national 
interest. Any method which allows the stopping, slowing, or stretch- 
ing out of the expanded highway program will not, in our opinion, be 
in the national interest. Thank you very much. 

The Cuarmman. Thank you very much, Mr. Koch, for bringing to 
us the views of the National Crushed Limestone Institute. 

The Chair observes our colleague from Mississippi, the Honor- 
able James Whitten, is present. 

Would you like to present Mr. Harrison ? 

Mr. Wuirten. I appreciate very much your extending to me that 
courtesy. 

Mr. Harrison is here on behalf of the Mississippi Travelers Associa- 
tion. He has a long and outstanding career in Mississippi and is a 
real American. I welcome him to your committee. I am sure what 
he has to say will be of importance to the committee. 

The Cuatrman. Mr. Harrison, we appreciate your coming to the 
committee in the company of Mr. Whitten. All of us recognize him 
to be one of our most valuable Members of the House. 

You are recognized, Mr. Harrison. 


STATEMENT OF J. M. HARRISON, PAST PRESIDENT, MISSISSIPPI 
TRAVELERS ASSOCIATION, JACKSON, MISS. 


Mr. J. M. Harrison. My name is J. M. Harrison, of Winona, Miss. 
I am appearing here at the request of the president of the Mississippi 
Travelers Association, Mr. Doug Grantham, of Greenwood, Miss., to 

resent the views of our association regarding Federal highway 
egislation. 

Our association sponsored the first completed highway in our State 
highways system. That highway is now known as U.S. Highway 80. 
We helped finance the first survey of this road and in appreciation 
the 1954 legislature named the highway the Mississippi Travelers 
Highway. 

We appreciate this opportunity to make this statement, and realizing 
the importance of your time, gentlemen, it will be brief. Attached 
as part of our statement: Exhibit A, resolution adopted at our last 
State convention; exhibit B, news release issued by president of MTA. 
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Our principal purpose in making this statement is to urge you gen- 
tlemen and the other Members of Congress to give this or any other 
highway legislation serious study, not only on a national basis, but 
as to how it will affect your State. 

On July 16, the Mississippi newspapers carried a news item that 
the State of Mississippi had sold $5 million worth of gasoline revenue 
bonds for highway purposes. These bonds were issued to match 
Federal aid because our State tax did not produce enough money. 
Our bonded debt for highways is increasing at the rate of well over 
a million dollars a year. For example, if we pay off $4 million, we 
issue $5 million at a higher rate of interest. 

In Mississippi we pay 7 cents State gasoline tax, 3 cents Federal 
gasoline tax, 3 percent State sales tax, and one-half percent city sales 
tax where levied. We would especially like to point out that the sales 
tax is on the price of the product and the tax, tax on tax, therefore 
the sales tax averages 1 cent per gallon. Mississippi’s total gasoline 
tax is 11 cents per gallon whidle is over 50 percent of the average retail 
price of gasoline. 

From our study we find that the Federal gasoline tax came into 
being on a temporary basis, and yet it remained, was increased, made 

ermanent, and dedicated for highway purposes in 1956. Once a tax 
is imposed, it is seldom reduced or repealed. So there should be no 
talk of a temporary tax. 

There is a provision in the Federal Highway Act which penalizes 
States for using State automotive taxes for nonhighway purposes. 
This is a string tied on the aid money. 

In our State automotive taxes go for highway purposes, yet with 
our own highway tax receipts we are having difficulty matching Fed- 
eralaid. In spite of this we will continue. In short, we do not think 
the Federal taxes should be increased when the Federal and State 
taxes are so high. 

Our association is in favor of applying all receipts from present 
Federal automotive taxes to the national highway program. 

What our association is afraid of is that the cost of this program 
will defeat the purpose for which this legislation was passed in 1956. 
It was our understanding that it was a pay-as-you-go program. In 
just 3 short years it is in trouble. More money at this time will just 
give you a breathing spell until the next Congress, which will have 
the same problem if the standards are not revised and the program 
stretched out over a few more years. This, we believe, would reduce 
the cost of the program considerably. Highway building is continu- 
ous and will not stop at the end of 13 or 16 years. The price tag for 
this program in 1956 was $27.6 billion. In just 3 years it has jumped 
$12.4 billion. That isan increase of over $4 billiona year. What will 
the price tag be in the next 2 or 3 years? This alarms us, and we can 
see the storm signals now. 

One major storm signal is posed by the question, Where is our State 
going to get the necessary money to maintain still another highway 
system? Very few of the present highways will be used in the Inter- 
state System. So we will have a new system to maintain. People 
will operate their businesses and live on the present roads and they 
must also be maintained. 

High gasoline taxes which equal 50 percent sales tax on retail 
price of the product are helping to create an unprecedented demand 
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for small cars. Foreign car ownership in our area is increasing 
rapidly, and could spell trouble, another storm signal, because it cuts 
into the consumption of gasoline and reduces tag fees. These are 
prime sources of road revenue in our State. 

It might be well for some of the wealthy industrial States to give 
some consideration to the problem created by the increasing purchase 
by consumers of small foreign cars, which does not help our own 
automobile manufacturers, steel companies, rubber companies, parts 
manufacturers, or labor. 

Motor transportation is a considerable item in the cost of living, 
especially in communities served exclusively by motor transportation, 
Increasing the gasoline tax will add fuel to the fires of inflation 
because it will be added to the cost of doing business. 

From magazine advertising and other information the Interstate 
System helps industrial and other developments in the area which it 
serves, therefore there are other beneficiaries than highway users, 
On the other hand, the many people who may never actually use or 
seldom use the interstate facilities, yet are already paying for the 
construction of these roads, should not be forced to pay additional 
gasoline or automotive taxes. 

In Mississippi, we must look at any proposal, private or govern- 
mental, from a long-range point of view. We must pick out a land- 
mark before going into the forest, if we expect to come out. We can- 
not afford the luxury of wandering aimlessly around in the wilderness. 
We do not have the time or the money to waste, because we are not a 
rich State. But let us not look at Mississippi as standing alone on the 
North American Continent. There are now 49, and another in the 
offing out in the Pacific. Is it not possible that we share the same 
burdens, the same problems of lack of wealth? That being true, we 
are forced to admit that the whole is not better off than any of its 
parts, which means that the Nation might not have unlimited wealth 
to throw around like a drunken spender. 

Our State credit and the combined credits of the several is actually 
the Federal Treasury. It is only what we can afford, as citizens, 
which supports the Treasury, and when, as citizens, we are asked to 
siuhstiveta tencenl our means we are no longer a solvent nation. 

Gentlemen, we do ask that this committee and the Congress consider 
setting a landmark by which this Nation can be guided to safety. Do 
not ask its citizens to subscribe to a policy or practice which you would 
not advise a private businessman to do, if you wanted to see him 
prosper. And, you must remember, gentlemen, that the Nation is 
only as well off as its individual citizens. 

The Cuarmman. Mr. Harrison, do you desire these exhibits to be 
included in the record ? 

Mr. J. M. Harrison. I do. 

The CuarrmMan. Without objection the exhibits will be included as 
part of your statement. 

(The exhibits follow :) 


EXHIBIT A 
MISSISSIPPI TRAVELERS ASSOCIATION, JACKSON, MISS.—RESOLUTION No. 2 


Whereas the Federal-State highway program is of importance to the welfare, 
defense and economy of our Nation ; and 

Whereas Federal automotive excise taxes yielded $3,589 million for the fiscal 
year ending June 30, 1958, $1,510 million, or 42.1 percent, was diverted to the 
general fund and disbursed for nonhighway purposes: Therefore, be it 
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Resolved, That the Mississippi Travelers Association, through its directors and 
membership gathered in annual convention at West Point, Miss., June 26, 1959, 
are opposed to the diversion of highway user funds, any increase in Federal 
automotive excise taxes, including the proposed increase of 1144 cents per gal- 
lon Federal tax on gasoline, but we urge Congress to dedicate all highway users 
taxes to the highway trust fund, which will finance the present Federal highway 
program ; and be it further 

Resolved, That we oppose any program which proposes contracts and disburse- 
ments beyond actual (or estimated) fiscal receipts based on existing and fixed 
revenue sources ; be it further 

Resolved, That Congress reconsider the highway program to reduce the cost 
of the Interstate Highway System within reason, and stretch the program out 
because highway building is a continuous function of Government; and now, 
therefore, be it 

Resolved, That the Mississippi Travelers Association take this means of 
urging our State’s representatives in both Houses of the U.S. Congress to take 
a strong stand against any increase in the Federal gasoline tax, and in favor 
of applying all receipts from present Federal automotive taxes to the national 
highway program. 

Adopted June 26, 1959. 


Exuisit B 
MISSISSIPPI TRAVELERS ASSOCIATION OPPOSES INCREASE IN GASOLINE TAX 


Doug Grantham, of Greenwood, president of the Mississippi Travelers Associa- 
tion, in commenting on the resolution passed by the association on June 26 said, 
“The U.S. Senate last night left the highway problem unsolved by rejecting 
President Eisenhower's proposal to increase the Federal gasoline tax 114 cents 
per gallon, and they also refused to earmark the Federal automotive excise taxes 
for highway use.” 

He further commented, “Although gasoline is basic to modern transportation 
and to the Nation’s economy as a whole, it is now being taxed more heavily 
even than products which are generally regarded as luxuries. It follows that 
the gasoline tax increases the cost of virtually every commodity all along the 
line—from the point of manufacturing and production to the ultimate point of 
consumption. The effect of the tax is most noticeable in the case of commodities 
whic hare moved primarily by trucks. This includes milk, eggs, butter, cotton, 
feed grains, fresh vegetables, and other farm products, the great bulk of which 
are transported to market solely by trucks. The trucking industry, of course, 
cannot afford to absorb the additional burden imposed by the gasoline tax, and 
insofar as possible, it brings along the tax as a part of the cost of the trans- 
portation services. Likewise, the cost of all products is increased where gaso- 
line is used in their transportation. The end result is that the cost of the 
gasoline tax finds its way into the ultimate price of the products to consumers 
thereby raising the overall cost of living. 

“The Mississippi Travelers Association is, and always has been, in favor of 
good highways. But as far as the association is concerned, there is no justi- 
fication for the increase in the Federal gasoline tax, or any other special tax 
on highway users. Last year the highway users paid over $3.6 billion in Federal 
gasoline and automotive taxes and of this, only $2.1 billion found its way into 
the Federal highways trust fund. The remaining $1.5 billion was paid into 
the Federal Treasury for use other than highways. If the highway users taxes 
that are diverted to use other than highways were used for highway purposes, 
there would be no financing problem. The Mississippi taxes on gasoline now is 
11 cents per gallon which is equivalent to over 50 percent of the average 
retail price of the gasoline. With such a heavy burden on the motorist, it 
seems that the diverted taxes should be used for highway purposes and the 
request for any tax increase withdrawn.” 


The CuatrmMan. Any questions of Mr. Harrison ? 
If not, Mr. Harrison, we thank you, sir, for your statement and 


your words of advice. 


Mr. J. M. Harrison. Thank you, Mr. Chairman. 
The Cirarrman. We certainly agree with much that you had to say. 
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a concludes the calendar; that concludes the hearings on this 
subject. 

(The chairman had placed in the record the following telegram 
received from the Governor of the State of Virginia. The Honorable 
Burr P. Harrison placed in the record, along with his comments, a 
copy of senate joint resolution No. 4 of the Senate of the State of 
Virginia concerning the allocations of Virginia’s highway revenues, 
The telegram and the comments of the Honorable Burr P. Harrison 
follow) : 


RIcHMOND, VA., July 28, 1959. 
Hon. D. MILs, 
Chairman, House Ways and Means Committee, Congress of the United States, 
Washington, D.C.: 

For the record I wish to register my opposition to the proposed increase in the 
Federal gasoline tax. When the Federal Highway Act was passed it was con- 
templated that the trust fund would have to be supplemented by general revenue 
for some years and later reimbursed. The Federal Government now collects 
annually road-use taxes which do not go to the highway trust fund considerably 
in excess of a billion dollars. This source of revenue should now be used to 
supplement income to the highway trust fund, thus obviating any necessity for an 
increase in the Federal gasoline tax. 

J. Linpsay ALMOND, Jr., 
Governor of Virginia. 

Mr. Harrison. Mr. Chairman, I ask at this point in the record to 
insert a copy of a resolution adopted unanimously a few months ago 
by the Senate of Virginia, the House of Delegates unanimously con- 
curring. It will be noted from the resolution that in lieu of the posi- 
tion taken by the Governor of the Commonwealth in his telegram to 
the chairman, it was the unanimous opinion of both houses of the 
Virginia General Assembly that the construction of the interstate 
highway program should be extended for a period of 7 years and that 
such action is essential to enable Virginia to continue to maintain 
its own 50,000-mile primary and secondary road system. I was inter- 
ested to note that on the day the Governor telegraphed the chairman 
asking for money out of general funds to continue the interstate 
program, the people of Rockingham County, Va., in my district, 
were notified that there are no funds for other than maintenance 
work on their farm-to-market roads. 

(The resolution follows :) 


SENATE JOINT RESOLUTION No. 4 CONCERNING THE ALLOCATION OF VIRGINIA’S 
HigHWway REVENUES 


Whereas citizens of Virginia for many years have been taxing themselves 
to provide a statewide system of primary and secondary roads and to assist 
municipalities in the construction and maintenance of certain streets therein, 
which efforts have produced a system of highways which is the envy of many 
States; and 

Whereas Virginia’s 50,000 miles of road mileage is greater than that main- 
tained by any other State, with one exception ; and 

Whereas the 40,000 miles of county roads and 10,000 miles of primary high- 
ways are of vital importance to every segment of the State’s economy, and to 
every community within the State; and 

Whereas there is danger that the proposed system of Federal highways may 
be pushed too fast at the expense of Virginia’s other roads: Now, therefore, be it 

Resolwed by the Senate of Virginia, the House of Delegates concurring, That 
the general assembly is deeply concerned about the impact of the Federal inter- 
state program on Virginia’s own road system, particularly the farm-to-market 
roads; and 
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Resolved further, That the State highway commission is hereby urged to exer- 
cise caution in allocating funds for the Federal interstate program to the end 
that Virginia’s own road system not be jeopardized, or its improvement retarded, 
in order to expedite the Federal program ; 

Resolved further, That the completion date of the Interstate Highway System 
should be extended from 13 years to 20 years in order to reduce the amount of 
State funds necessary to match Federal funds, and the Federal Government is 
by this resolution urgently requested to provide this extension of time. 

A true copy, teste. 


Clerk of the Senate. 


Without objection the record will remain open until the close of 
business Tuesday, July 28, for submission of data and material which 
has been requested, and in order that there be no misunderstanding 
about it the Chair is aware of some statements that will be submitted 
for the record. Without objection those statements will be included 
inthe record. They were submitted rather than presented orally at 
the suggestion of the Chair that these hearings be limited to 3 days. 

Without objection the committee will adjourn. 

(The following material was filed for the record :) 


INDIANA Bus ASSOCIATION, INC., 
Indianapolis, Ind., July 20, 1959. 


In re recommended increase in the Federal fuel tax. 


Representative Jackson Betts, 
Congress of the United States, 
House Ways and Means Committee, 
House Office Building, 

Washington, D.C. 

My Dear Mr. Betts: We have been advised that on July 22 you are starting 
public hearings for the purpose of receiving testimony on the highway trust 
fund and the problems incident to the financing of the Federal highway program. 

Our association wants to go on record as opposing any increase of the Federal 
fuel tax. If additional funds are needed there are other methods which have 
been under review by your committee such as further suspension of the Byrd 
amendment (which was suspended in 1958), the issuance of a special class of 
bonds against the trust fund, etc. 

We would like our letter of opposition to any increase in the Federal fuel 
tax be made a part of your committee record. 

Yours very truly, 
Harry J. HARMAN, 
Secretary and General Counsel. 


INDIANA Bus Assoctation, INC., 
Indianapolis, Ind., July 20, 1959. 


In re: recommended increase in the Federal fuel tax. 


Representative RicHArD M. SIMPson, 
Member, House Ways and Means Committee, 
House Office Building, Washington, D.C. 


My Dear Mr. Stimpson: We have been advised that on July 22, you are start- 
ing public hearings for the purpose of receiving testimony on the highway trust 
fund and the problems incident to the financing of the Federal highway program. 

Our association wants to go on record as opposing any increase of the Federal 
fuel tax. If additional funds are needed there are other methods which have 
been under review by your committee, such as further suspension of the Byrd 
amendment (which was suspended in 1958), the issuance of a special class of 
bonds against the trust fund, ete. 

We would like our letter of opposition to any increase in the Federal fuel tax be 
made a part of your committee record. 

Yours very truly, 
Harry J. HARMAN, 
Secretary and General Counsel. 
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U.S. SENATE, 
COMMITTEE ON PUBLIC WorKS, 
July 22, 1959. 
Hon. WILBUR MILLS, 
Chairman, Committee on Ways and Means, 
U.S. House of Representatives. 


My Dear Mr. CHarrMAN: Permit me to express my appreciation of the leader- 
ship you are taking in trying to find a solution to the very real problems that 
have overtaken the highway program. 

My concern, which grows out of the interest I have had in roadbuilding over 
many years, prompts me to offer a few observations in the hope that you and 
your coworkers may find them of some help as you struggle with the situation. 

My understanding is that not only do we face the need to increase the cash 
in the highway trust fund prospectively for fiscal 1961 and 1962 if an appor- 
tionment is to be made for the interstate program in those years, but we need to 
find at least $500 million for use in this fiscal year if payments on previously 
made apportionments are to be honored after October 1959. 

The problem has been jointly made by Congress, the Bureau of Public Roads 
and the administration. I believe that it can be met if there is a little give and 
take on the part of all. 

For instance, my personal calculations suggest that a program along the fol- 
lowing line would solve the problem : 

1. Let the administration agree that the Treasury might advance what part 
of $500 million may be needed from time to time to pay contractor’s bills during 
the next 2 fiscal years, this sum to be repayable to the Treasury with interest 
within the next 5 years out of revenues as they come into the trust fund. 

2. Let the Congress agree for its part to levy one-half cent additional gas tax 
for the next 2 fiscal years to help carry the program until we have the benefits of 
the new cost figures that are to be ready in 1961. Congress than can better assess 
the total situation. 

3. Let the Bureau of Public Roads agree on its part to a slowdown or stretch- 
out of contract approvals on apportionments heretofore made for a construction 
rate of $1.5 billion on the interstate program or system for fiscal 1960 and 
$1.8 billion for fiscal 1961. 

The $1.5 billion rate would compare with an actual $1.475 billion in fiscal 1959 
just ended and would mean a $2 billion program of actual interstate construction 
in fiscal 1961, when one adds to the Federal $1.8 billion the 10 percent matching 
by the States. That would mean roughly $2 billion worth of interstate highways 
built in fiscal 1961 and $2 billion worth of ABC roads, since the Federal aid for 
primary, secondary, and urban systems is on a 50-50 basis and the authorized 
apportionment for 1961 exceeds $900 million, with approximately $100 million 
for the Federal land roads, . 

Really, that would be a pretty sizable program—about $4 billion worth of 
roadbuilding, three-fourths of which would be federally financed. I think the 
public would applaud the results and would prefer that to a greater increase 
in the gas tax or any new levies. 

We need to keep in mind, I think, that the basic law gave priority to the 
primary, secondary, and urban systems in their call upon the trust fund over 
the apportionments for the Interstate System. Real trouble would be encoun- 
tered in the Senate, I feel sure, if any attempt were made to change that. Also, 
the States with long-range planning and financing developed before the 1956 
Highway Act would regard any tinkering with this priority as a breach of faith, 
and justifiably so. 

In keeping with the spirit of the basic act I believe that the Bureau of Public 
Roads should give whatever recognition it can to a prior claim of the ABC roads 
on whatever cash it may have between now and October when it will run out. 
The big States should not be permitted to make a run on a bank about to close, 
nor should the newest system come in and crowd out the old ones. 

You and your committee have tackled a thorny problem which must be handled 
promptly if the. good faith of the Federal Government is to be maintained in its 
relationship with the States. I again congratulate you on doing so and assure 

you of our cooperation when you pass the ball along to us. 

With kindest personal regards, I am, 

Sincerely yours, 


FRANCIS CASE. 
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oF Los ANGELES, CALIF., 
July 22, 1959. 

D. MItts, 

Chairman, House Ways and Means Committee, 

House Office Building, Washington, D.C. 

DEAR Sir: At the meeting of the Council of the City of Los Angeles held July 
22, 1959, upon recommendation of the State, County, and Federal Affairs Com- 
mittee, the following resolution was adopted : 

“Whereas the Federal Aid Highway Act of 1956 inaugurated a program call- 
ing for the orderly and early construction of a National System of Interstate 
Highways of 41,000 miles and set forth a schedule of yearly allocations to the 
States for the accomplishment of this purpose; and 

“Whereas further actions of Congress at the 1958 session provided funds to 
continue the program at the rate set forth in the 1956 legislation for the fiscal 
years 1959 and 1960; and 

“Whereas additional action of Congress is now urgently needed if the inter- 
state program is to continue for the fiscal years 1961 and 1962, and such action 
by Congress has been unduly delayed ; and 

“Whereas failure of Congress to act on this essential matter would mean that 
no Federal funds will be available for interstate highway construction in the 
fiscal year 1961 and only $500 million nationwide during the fiscal year 1962; and 

“Whereas lack of funds for this purpose would greatly curtail urgently needed 
construction throughout the Nation and is already slowing down the award of 
contracts especially in the urban areas with a resultant serious impact on the 
economy of the Nation and the urban areas in particular; and 

“Whereas lack of funds has already made it necessary for the California 
State Division of Highways to withhold advertisement of construction projects 
urgently needed in the Los Angeles area including such projects as the closing 
gap in the Golden State Freeway from Glendale Boulevard to Pasadena Avenue, 
and the section of the Santa Monica Freeway between the Harbor Freeway and 
the Santa Ana Freeway, amounting in total to $62,150,000: Now, therefore, 
be it 

“Resolved, That the City Council of the City of Los Angeles most earnestly 
petition Congress of the United States to give its urgent consideration to the 
matter of immediately making available to the States, funds in sufficient amount 
that construction on the National System of Interstate Highways may proceed 
at the rate contemplated by former actions of Congres and as construction has 
been programed by the several States; and be it further 

“Resolved, That copies of this action be sent to each member of the appro- 
priate commitees of Congress, the California delegation, the Vice President, and 
the President of the United States.” 

I hereby certify the foregoing to be a true and correct copy of resolution 
adopted by the Council of the City of Los Angeles at its meeting held July 22, 
1959. 

WALTER C. PETERSON, 
City Clerk. 
A. M. Morrts, 
Assistant City Clerk. 


OAKLAND, Cauir., July 21, 1959. 


House WAyYs AND MEANS COMMITTEE, 
House Office Building, 
Washington, D.C.: 

The city of Oakland, Calif., supports the position of the American Municipal 
Association as expressed by that body to the House Committee on Public Works, 
last May on the subject of expenditure of Federal highway trust fund money 
within cities. 


CrirrorD E. RISHELr, 
Mayor. 

WayNeE E. THOMPSON, 

City Manager. 
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Crry oF SANTA Monica, CAuir., 
OFFICE OF THE CITY MANAGER, 
July 24, 1959. 
Hon. D. MILLs, 
Chairman, House Ways and Means Committee, House of Representatives, Wash- 
ington, D.C. 

Dear Mr. Minis: It has come to our attention that serious consideration is 
being given by some Congressmen toward solving the Federal highway trust fund 
deficit by eliminating urban areas from the Interstate System. 

From its very inception urban areas have represented the very core of the 
Interstate System and do in fact contribute as much or more than half of the 
funds to the program. It seems inconceivable to us that the Interstate System 
could do a service to the Nation as a national highway program without the 
inclusion of urban areas. 

We further direct our full support to the following outline of the position 
American Municipal Association expressed to the House Committee on Public 
Works: 

(1) further suspension or repeal of section 209(g) (Byrd amendment) ; 

(2) Borrowing from the Treasury to finance the temporary deficit in the 
highway trust fund ; and 

(3) A review of the entire financing formula in 1961 when the highway 
cost allocations study and AASHO road tests will be completed. 

The Interstate System as it now exists represents the only concerted effort 
toward solving the mass transportation problem in the Nation. To eliminate 
the urban areas from this system would in effect negate the entire project, for it 
would be no more than a water system without a reservoir connection. 

Surface transportation facilities in this area are critical but with the construc- 
tion of the Interstate System it is possible to foresee the eventual decline of the 
traffic problem as it now restricts the economic growth of the metropolitan area. 
To declare a moratorium on this construction, or worse yet eliminate it entirely, 
would positively restrict economic and social growth for years to come. 

We therefore urgently request that every reasonable effort be expended toward 
the adoption by this Congress of legislation making it possible to continue the 
original construction schedule as laid down by Congress in the Federal-aid High- 
way Act of 1956. 

Very truly yours, 
GrorGE Bunpy, 
Acting City Manager. 


INDIANAPOLIS, IND., June 24, 1959. 
Hon. D. MILLs, 

Chairman, Ways and Means Committee, 

U.S. House of Representatives, 

Washington, D.C.: 

This telegram, which I respectfully ask be inserted in the record, reiterates 
my expression of some weeks ago in opposition to another increase in the Fed- 
eral gasoline tax. If all taxes and excises sent to Washington by highway users 
were dedicated to the highway trust fund in the same manner that all such taxes 
collected by the State of Indiana are dedicated for highway, road, street, and 
bridge construction and maintenance, there would be no question of continuing 
without interruption the nationwide highway expansion program as envisioned 
in the 1956 act of Congress. Surely the motoring public would rather see the 
national highway development program supported by dedicated funds from all 
highway sources than have its tax money dissipated for other uses than highway 
construction and maintenance. It is high time that we as a people concentrate 
our interests on constructive and productive effort rather than continue in the 
direction of a top-heavy bureaucracy and a welfare state. 


Harotp W. HANDLEY, 
Governor of Indiana. 
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STATE OF Iowa, 
OFFICE OF THE GOVERNOR, 
Des Moines, July 23, 1959. 
Hon. WiLBuR D. MILLs, M.C., 
Chairman, House Ways and Means Committee, 
Washington, D.C. 

Dear CONGRESSMAN MILLS: I am communicating to you herewith a brief 
résumé of the present critical condition of the highway-construction program in 
Iowa in the hope that this information may be helpful to your committee in your 
current consideration of Federal aids to highway construction. 

To provide a picture of our present and prospective situation in Iowa, I am 
enclosing herewith an estimate of the receipts and disbursements for the period 
from July 1 to December 31, 1959, which you might care to make a part of your 
record. These computations are based on contracts now under way or in the 
process of being let. This estimate is based on the assumption that we will be 
able to collect all money due Iowa on Federal aid earned. 

You will note that we estimate the balance at $4,603,684. We have estimated 
that we would collect Federal aid for the 8 months’ period from October 1 to 
December 31, 1959, of $22,471,480. If Federal aid were cut off completely Octo- 
ber 1, our primary road balance instead of being $4,603,634 in the black would 
be $17,867,846 in the red. 

With full realization that the central problem you are facing is to determine 
the source of revenue to supplement the trust fund, I would respectfully urge that 
usage of Federal excise taxes presently being levied on automotive equipment 
and accessories might well be the logical source of additional funds required. 
It is my considered judgment that an increase in the gasoline tax at this time 
would not be advisable from the standpoint of acceptance by the general public. 

If further information concerning the status of the highway-construction pro- 
gram in lowa would be useful to your committee, please do not hesitate to call 
upon us. 

Sincerely, 
HERSCHEL C. LOVELESS, 


Governor of Iowa. 
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FrRANKFonrt, Ky., July 24, 1959. 
Representative WILBUR D. MIILs, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D.C.: 

Am advised that House Ways and Means Committee has begun hearings on 
proposed increase in Federal gasoline tax. I am opposed to this increase and 
believe the Federal Government should cease the present diversion and should 
earmark motor vehicle excises and all other highway-user taxes for the inter- 
state highway program. If Federal Government continues to raise gasoline 
taxes, the States will be in an increasingly difficult position. Please include 
this telegram in the record of this hearing on this proposed increase. 

ALBERT B. CHANDLER, 
Governor, Commonwealth of Kentucky. 


JEFFERSON Ciry, Mo., July 28, 1959. 
Hon, WILBUR MILLS, 
Chairman, Ways and Means Committee, 
House Office Building, Washington, D.C.: 

It is vital to the welfare and progress of this section of the country that the 
Federal-aid highway program be continued at an undiminished rate. The 
spending of appropriations for that purpose and the necessity for improved high- 
way transportation is vital to the economy of this city and the State of Missouri. 

C. Forest WHALEY, 
Mayor of Jefferson City. 


JEFFERSON City, Mo., July 28, 1959. 
Hon. WILBUR MILLS, 
Chairman, Ways and Means Committee, 
House Office Building, Washington, D.C.: 

This governing body of the city of Jefferson City is seriously alarmed-at the 
possibility of reduced appropriations for Federal aid to the States for high- 
way construction. For the best interest of our city and our trade territory it 
is unquestionably necessary that appropriations be continued at the planned 
rate. This request is made as the unanimous opinion of the members of the 
city council of Jefferson City. 

Henry EL is, 
Clerk, City Council of Jefferson City, Mo. 


STATE OF MONTANA, 
OFFICE OF THE GOVERNOR, 
Helena, July 15, 1959. 
Hon. MILLS, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D.C. 

Dear CHAIRMAN MILs: The following statement is submitted with the request 
that it be read into the record of the hearings of the House Ways and Means 
Committee on July 22. 

We join together in the interests of the best possible highway program for 
the State of Montana and the United States of America, in urging that your 
Committee on Ways and Means of the U.S. House of Representatives do its 
utmost in arriving at a reasonable solution to the present interstate highway 
financing problem. 

We are opposed to any increase in the Federal gasoline tax. Montana depends 
on the gasoline tax at the State level for the major share of its highway matching 
funds. Therefore, any increase in the Federal gasoline tax would merely take 
money out of the State’s pocket and put it in Uncle Sam’s pocket, and we in 
Montana would still be expected to match the increased amount in the Federal 
pocket. 

Montana is already short of State matching funds, due to no action by the 
1959 State legislature to continue the added 1-cent gas tax, despite a clear 
warning from both the State highway commission and the Governor in his state 
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of the State message to the legislature, that additional State revenue for the 
highway department was necessary to carry on the accelerated highway program, 

From Montana’s standpoint, a reevaluation of the excise and highway use 
taxes at the Federal level would be far more preferable. We would prefer that 
all of these go into the highway trust fund. 

Montana and the Nation deserve a first-rate Interstate Highway System. 
Therefore, we sincerely and wholeheartedly urge your committee to put forth 
its very best effort toward finding a solution that will result in the best possible 
highway system for Montana and the United States. 

Very truly yours, 
J. HuGO ARONSON, 
Governor. 


State Highway Engineer. 


LINCOLN, NEBR., July 29, 1959. 
Hon. D. MILLs, 

House Ways and Means Committee, 
House Office Building, Washington, D.C.: 


Nebraska, as the bridge State of the Nation’s traffic and with its main highway 
arteries leading to the world’s largest livestock market at Omaha, is gravely 
concerned at the possible interruption or suggested curtailment of the interstate 
highway development program. Our accelerated construction program has 
brought enthusiastic endorsement from business and labor interests. Home- 
owners and property taxpayers I respectfully urge you, and the other members 
of your committee to strive diligently for development of an acceptable financing 
program which will nsure continuation of interstate highway construction at 
present degree of momentum. Any reduction of activity will impede the Nation's 
commerce and defer completion of a highway program long considered vital to 
our national and civilian defense. Taxpayers and citizens of the United States 
will experience difficulty in reconciling a deferment of our own interstate high- 
way program with the use of American dollars abroad for road construction in 
foreign lands. 

Respectfully, 


RALPH G. Brooks, 
Governor of Nebraska. 


Carson Ciry, NEv., July 31, 1959. 
Congressman D. MILs, 


House Ways and Means Committee, 
Washington, D.C.: 

I’m opposed any legislation which would increase the Federal tax on gasoline 
as long as there is a diversion of such funds from other than highway channels. 
Please include this in the Federal record. 


GRANT SawYER, Governor. 


Santa Fr, N. Mex., July 24, 1959. 
D. MILLs, 


Chairman, House Ways and Means Committee, 
Washington, D.C.: 


Strongly oppose increase in Federal gasoline tax and ask that this telegram 
be included in the record. 


JOHN Burroveus, Governor. 


Dayton, OnI0, July 23, 1959. 
D. MILLs, 


Chairman, House Ways and Means Committee, 
House Office Building, Washington, D.C.: 
Urge favorable action on program to provide necessary financing for high- 
way program. Ohio will be especially hard hit if no program is agreed upon in 
this session of Congress. 
R. WILLIAM PATTERSON, 
Mayor, City of Dayton. 
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8.C., July 24, 1959. 
Representative D. MILLs, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D.C.: 

This is to express opposition to any increase in Federal gasoline tax. Re- 
spectfully request this message of opposition be included in committee hearing 
records. 

ERNeEsT F. HOLLINGS, 
Governor of South Carolina. 


LAKE City, UTau, July 27, 1959. 
Congressman WILEUR DD. MILLs, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D.C.: 

Utah is opposed to further increase in Federal gasoline tax. This source of 
revenue must be reserved to help State maintain its Federal-State highway 
network. 

GEoRGE D. CLYDE, 
Governor of Utah. 


WaASH., July 21, 1959. 
D. MILLs, 


Chairman, Ways and Means Committce, 
House of Representatives, Washington, D.C.: 

Because of the uncertainty of Federal matching money for State highway 
projects as it relates to the condition of the highway trust fund our State today 
was forced to suspend all bid calls for highway projects. The situation is very 
serious and some solution must be found to provide Federal matching money 
to restore the solvency of the highway trust fund for our highway program. 
We respectfully urge you to use your good offices to seek a solution to this very 
serious situation. 

E. J. KETCHAM, 
Chairman, State Highway Commission. 


SEATTLE, WASH., July 31, 1959. 
Representative W. D. MiL1s, 
Chairman, House Ways and Means Committee, 
House of Representatives, Washington, D.C.: 

Lack of Federal funds for interstate highway program will halt freeway now 
well started through Seattle. Right-of-way already condemned and houses re- 
moved through large residential areas. Long stretches of desolate areas will 
be eyesore in city. 

Gorpon Ciinton, Mayor. 


CHEYENNE, WYo., July 23, 1959. 
Hon. WILBUR D. MILs, 


Chairman, Ways and Means Committee, 
House of Representatives, Washington, D.C.: 

I respectfully request that this telegram expressing my opposition to any 
increase in the Federal gasoline tax be included in the records of the hearings 
on a proposed increase. It is my opinion any further increases in this tax should 
be available to the States for any possible present or future needs. 

J. J. (Joz) Hickey, 
Governor of Wyoming. 


New York STATE BripcGe AUTHORITY, 


Poughkeepsie, N.Y., July 29, 1959. 
Mr. R. IRwIn, 


Chief Counsel, House Ways and Means Committee, 
House Office Building, Washington, D.C. 
Dear Mr. IRWIN: We in the bridge authority have been following closely the 
recent hearings on financing the Federal highway program. We hope to con- 
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struct a new bridge between Newburgh and Beacon, N.Y., utilizing some $24 
million of Federal interstate highway money and $11% million of this is in the 
fiscal 1961 apportionment now in jeopardy. 

We were unaware of the hearings held last week until it was too late to 
submit a testimony, but I thought it might still be in order to forward you 
some thoughts the chairman of the authority had on one technique for recon- 
stituting at least a major part of the 1961 apportionment. The enclosed press 
release outlines the chairman’s ideas of exempting the special outlays required 
by suspension of the Byrd amendment for fiscal 1959 and fiscal 1960 from the 
trust fund. 

Thus, these funds would be permanently financed from the general revenue 
since they were mainly antirecession measures and not directly attributable to 
the highway program solely, but were rather viewed as a prop to the economy in 
general. One might include the entire D program in this category. 

Yours truly, 

W. F. Warp, Jr., 

Secretary to the Board. 


Mr. SuGcGests HigHWAy PROGRAM FINANCING ALTERNATIVE 


PouGHKEEPSIE, N.Y., July 10, 1959.—At 3:30 p.m. yesterday the New York 
State Bridge Authority opened 1 mile of access road between Route 9W and 
Route 32 at the west approach to the Kingston-Rhinecliff Bridge. This road 
completed at a cost of $1.3 million is a direct link from the vicinity of the IBM 
plant to the bridge-toll plaza. 

Among the main speakers were Mr. Richard Whalen, general manager of 
IBM, Kingston, who noted that this road was “further evidence of foresight 
and planning,” and “is another indication that the Mid-Hudson Valley will con- 
tinue its economic development in the future.” 

Mr. John S. Stillman, chairman of the New York State Bridge Authority, in 
the main address noted that IBM recognized the great value of the Kingston- 
Rhinecliff Bridge when they located in the Kingston area but he cautioned that 
the community relations and attitude were certainly as important as any trans- 
portation facility. Mr. Stillman pointed out that the authority’s next major 
project is the completion of the Newburgh-Beacon Bridge and in noting the 
current impasse in Federal aid he called attention to an apparent lack of 
statesmanship in Washington. Mr. Stillman suggested an alternative to solve 
the impasse revolving around the pay-as-you-go feature of the Federal highway 
program. He suggested that the program could be returned to a pay-as-you-go 
basis by dropping out of trust fund calculations the low receipts of 1958 and the 
special antirecession trust fund outlays authorized for fiscal 1959 and 1960. 
This would result in the program being returned to an approximately $2 billion 
a year level with the need for only a very small gas tax increase, if any. 

Mr. Stillman said, “Since these outlays are nonrecurring in nature and not 
directly attributable to the highway program alone, should it not be appropriate 
that these antirecession outlays be permanently financed from general revenue 
instead of forcing the trust fund into the position of being a main support of the 
economy? To allow the trust fund to be whipsawed eliminates much of the 
value of this separate funding concept which suggests the inherent stability, so 
necessary to insure business confidence in the program.” 


AIR TRANSPORT ASSOCIATION, 


Washington, D.C., July 22, 1959. 
Hon. D. MILs, 


Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D.C. 


Deak Mr. CHAIRMAN: In approving the tax legislation which became the 
Highway Revenue Act of 1956, the Ways and Means Committee made it plain 
that it supported the concept that those who use the highways should pay for 
them and, conversely, that the tax increases imposed to finance the highway 
program should not apply to nonhighway users. With regard to the 1-cent 
— in the Federal gasoline tax provided for in that act, the committee 
8 

“The application of the additional motor-fuel taxes has been restricted to 
fuel used in highway vehicles (motor vehicles for the special motor-fuel tax) 
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because the revenue under this bill is to be devoted to a highway program. 
Other users of motor fuel to the extent practical from an administrative point 
of view have not been subjected to the new 1-cent tax, but will continue to pay 
the present 2-cent tax” (H. Rept. No, 2022, 84th Cong., 2d sess., p. 40). 

This concept was approved also by the Senate Committee on Finance which, 
in limiting the tax increase to fuel used in vehicles registered for highway use, 
made the following observation : 

“Your committee limited the additional tax to registered highway vehicles 
to make the new revenue sources under this bill conform more closely with 
the purposes for which expenditures may be made under the trust fund; namely, 
a highway program” (S. Rept. No. 2054, 84th Cong., 2d sess., p. 4). 

By enacting the Highway Revenue Act of 1956 the Congress approved these 
policy pronouncements. 

The Air Transport Association is composed of substantially all of the U.S.- 
flag certificated airlines. Our members are, of course, nonhighway users of 
gasoline and as such do not bear the gasoline tax increase imposed by the 
Highway Revenue Act of 1956. In the light of the congressional history set 
forth above, and in view of the fact that the current hearings before the com- 
mittee are on the subject of the highway trust fund and the problems incident 
to the financing of the Federal highway program, the association assumes that 
the issues to be discussed before the committee do not involve our members. 
Consequently, we would not propose to take up the time of the committee by 
requesting permission to testify. However, we do wish to make one request 
which under the Congress’ present policy is merely a technical one. 

In the event that the committee approves any additional increase in the 
Federal tax on fuel used in highway vehicles, those provisions of the Internal 
Revenue Code which deal with refunds of this tax should be amended to con- 
tinue, with respect to any such increase, the refund policy established by the 
Congress in 1956 with regard to nonhighway users. Unless this is done the 
entire concept upon which the Highway Revenue Act is based will be over- 
turned. 

Very truly yours, 


S. G. Trpron. 


NATIONAL AVIATION TRADES ASSOCTATION, 
Washington, D.C., July 28, 1959. 
Hon. WILBUR D. MIILs, 
Chairman, Ways and Means Committee, 
House of Representatives, 
Washington, D.C. 


Dear Mr. Mitts: The NATA is an association of 545 business facilities supply- 
ing goods and services in the general aviation field. Among our members are 
business enterprises serving agriculture through the aerial application of herbi- 
cides, pesticides, defoliants, and other agricultural chemicals; operators pro- 
viding air taxi and charter services to numberless places for a wide variety of 
purposes; and gasoline stations supplying fuel to the vast public engaged in 
flying their own aircraft for business and pleasure. 

As a general matter, NATA members are opposed to an increase in the tax 
burden of the Nation. Our members are particularly opposed to the increase 
of the excise tax on gasoline and most especially to an increase in the tax on 
aviation fuel. 

Aviation should not be penalized with a gas tax increase, the primary purpose 
of which is the minimizing of the financing difficulties encountered in the Federal- 
State highway program. Gasoline used in the air bears no relationship to this 
program. 

Previous efforts to include the development of small airstrips adjacent to 
towns in connection with the building of highways have not been successful. 
Requests for this sort of cooperative transportation development have not fallen 
on receptive ears. The people engaged in aviation do not conceive that they 
should be required to pay for improvements in this fantastic highway program. 

Aircraft operators are already paying a 3-cent Federal excise tax on gasoline. 
Although 1 cent of this is supposed to be refunded if used off the highway, we 
find that in many cases it is not reclaimed. In the case of aerial applicators, 
the Government denies this 1-cent refund to the applicator who bought the fuel 
and paid the tax and instead gives it to a farmer. 
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The members of NATA beg you and your committee to disapprove of any 
increase in the Federal gas tax. 
In the unfortunate event that disapproval is not possible, we beg you to 
exempt aviation fuel from any increase imposed or recommended. 
Respectfully yours, 
Rosert E. Monroe, 
Acting Executive Director. 


STATEMENT OF JosePH E. KeL_Ler, GENERAL COUNSEL, PRIVATE CARRIER CONFER- 
ENCE, INC., OF AMERICAN TRUCKING ASSOCIATIONS, INC., BEFORE COMMITTER ON 
Ways anp Means or U.S. House or REPRESENTATIVES, JULY 27, 1959 


The Private Carrier Conference, Inc., of American Trucking Associations, 
is most appreciative of this opportunity to present its views on the problems 
being dealt with by the House Ways and Means Committee. The conference is 
an independent, autonomous organization affiliated with the ATA. Its member- 
ship includes over 3,100 manufacturers, distributors, farmers, and processors 
operating private motor trucks in the furtherance of their principal business. 

The conference fully supports the program for improved highways and concurs 
in the belief that construction of these new arteries of commercie will benefit 
our citizens and the general economy and welfare of the Nation. 

We are sympathetic with the dilemma being faced by the House Ways and 
Means Committee in bringing income and expenditures of the highway trust fund 
into balance for the 3-year period ahead. We are much opposed, however, to the 
suggestion of the administration that a tax increase is the only means by which 
this temporary problem might be solved. As has been pointed out, highway users 
are presently burdened with the entire cost of the highway program and, in 
addition, are contributing over $1.5 billion to the general fund. 

In this connection, it should be made clear that the great majority of private 
truck operators are engaged in distribution activities, both at the wholesale 
and retail level. These local deliveries of milk, bread, groceries, meat, laundry 
and dry cleaning, department store items, gasoline, newspapers, ice cream, soft 
drinks, ete., occur over city streets and neighborhood areas. The benefits of 
an improved Federal Interstate Highway System to these operators are therefore 
negligible or nonexistent since such private carriers simply do not use these 
type roads. To ask such citizens to accept another tax increase, in addition to 
the present heavy taxes already being assessed, would be grossly unfair. 

Private carriers, as good citizens, are willing to pay their fair share of the 
general highway program because of the contribution to the general economy, 
but cannot tolerate unjust and discriminatory additional taxes such as being 
proposed herein. ‘ 

There has been convincing evidence at these hearings that the road program 
should be stretched out rather than to impose new heavy taxes each and every 
time a temporary imbalance occurs in the trust fund. 

The committee, because of the large number of private carriers in the United 
States, will wish to be guided by the views which we are expressing in this 
statement. It is our sincere hope that the committee will pause to take a 
searching look at progress to date and resist the trend toward impulsive auto- 
matic calls for new taxes at the Federal level. 


CHAPMAN, WOLFSON & FRIEDMAN, 
Washington, D.C., July 22, 1959. 
Re proposed increase in Federal gasoline tax. 
Hon. WILBuR D. MILLs, 
Chairman, Ways and Means Committee, 
House of Representatives, 
Washington, D.C. 

Deak Mr. CHAIRMAN: This letter is submitted on behalf of the American 
Taxicab Association, Inc., in opposition to proposals presently being considered 
by your committee to increase the Federal tax on gasoline. 

The American Taxicab Association, Inc., with headquarters at 4415 North 
California Avenue, Chicago, Ill., is an association of approximately 1,500 taxi- 
cab fleet owners operating throughout the United States. The overwhelming 
majority of these fleet owners are very small businessmen operating an aver- 
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age of 10 taxicabs. In recent years of rising operating costs and relatively fixed 
fares, these operators have been under increasing financial pressure. 

The American Taxicab Association is in general opposed to any further in- 
crease in Federal gasoline taxes since gasoline is already overburdened with 
State and local and Federal taxes and since any further increase in operating 
costs would do serious damage to the taxicab industry. 

In addition to its general opposition to these proposed tax increases, how- 
ever, the association respectfully submits that the gasoline tax has a peculiarly 
heavy incidence upon the taxicab industry and that its application to that in- 
dustry is discriminatory and unfair. Very briefly the reasons for this position 
may be summarized as follows: 

1. Unlike many other industries in which gasoline represents an incidental 
eost of operation, gasoline is the very lifeblood of the taxicab industry. 
Whether cruising or in the actual transportation of passengers, the taxicab 
operator is constantly utilizing gasoline and therefore is constantly being taxed 
in the course of his operations. In addition because the very nature of the 
business, involving almost entirely city driving, cruising, and idling, the aver- 
age taxicab operator gets much less mileage per gallon of gasoline than the 
normal highway user, and thus pays a proportionately higher tax per mile. For 
all these reasons the impact of the gasoline tax upon the taxicab operator is 
much harsher than upon the average automobile owner or upon industries mak- 
ing incidental use of motor vehicles. 

2. The taxicab industry is fundamentally local in nature, providing town and 
city common carrier transportation. It is estimated that only 2 percent of taxi- 
cab mileage is off-highway ; 98 percent is recorded on city streets. Yet the pro- 
posed legislation would treat taxicabs in the same manner as industries and 
other motor vehicle operators utilizing the interstate highways extensively. 

3. Taxicabs are common carriers and the taxicab industry is a public utility. 
The industry is subject to State and local regulation as to conditions of serv- 
ice and rates which may be charged. The taxicab industry is not free to pass 
along to the public increased operating costs imposed by additional taxes, with- 
out, at best, a long period of regulatory lag, which represents a loss of revenue 
which can never be recovered by the operators. 

4, Taxicab service is in competition with local transit systems. Nevertheless 
under the law as presently enacted and as proposed to be amended by the bills 
before your committee, the competing local transit systems receive a rebate of 
1 cent for each gallon of gasoline used in common e¢arrier service. Moreover, 
it is clear that to the extent to which interstate highways are used, local 
bus services certainly impose a greater degree of wear and tear upon high- 
ways. It is respectfully submitted that this discriminatory treatment of taxi- 
cab operators is not justifiable and that they should be at least put on a par 
with competing local transit systems. 

For the reasons stated above the American Taxicab Association, Inc., is 
opposed to the enactment of any increase in the Federal gasoline tax. 

Notwithstanding action which may be taken by the Congress with reference 
to the gasoline tax increase proposals the association respectfully submits that 
an amendment should be adopted which would place the taxicab industry on 
an equal footing with other local transit systems. For that reason we have 
prepared and appended hereto a suggested amendment to the Internal Revenue 
Code which will accomplish this objective. This amendment provides that the 
rebate presently provided for local bus systems under section 6421 of the In- 
ternal Revenue Code be extended to all common carrier public passenger land 
transportation services the rates for which are fixed by local or State regulatory 
agencies. 

: It is respectfully requested that this letter and the attached amendment be 
incorporated into the record of the proceedings before your committee and that 
the views of the association and its suggested amendment be taken into account 
in your consideration of this matter. 
Sincerely yours, 
Martin L. FRIEDMAN, 
Counsel for American Taxicab Association, Inc. 


SuccesteD AMENDMENT OF SECTION 6421 oF THE INTERNAL REVENUE CODE or 1954 


Section 6421 of the Internal Revenue Code of 1954 as revised by the suggested 
amendment, with language deleted in black brackets and language added italicized 
is shown below: 
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§ 6421. GASOLINE USED FOR CERTAIN NONHIGHWAY PURPOSES OR 
BY LOCAL TRANSIT SYSTEMS. 


(b) LocaL Transir SysTeMs.— 

(1) ALLowance.—If gasoline is used during any calendar quarter in vehicles 
while engaged in furnishing [scheduled] common carrier public passenger land 
transportation service [along regular routes] the rates for which are fixed by 
local or state regulatory agencies, the Secretary or his delegate shall, subject 
to the provisions of paragraph (2), pay (without interest) to the ultimate pur- 
chaser of such gasoline the amount determined by multiplying— 

(A) 1cent for each gallon of gasoline so used, by 

(B) the percentage which the ultimate purchaser’s tax-exempt pas- 
senger fare revenue derived from such [scheduled] service during such 
quarter was of his total passenger fare revenue (not including the tax 
imposed by section 4261, relating to the tax on transportation of persons 
derived from such [scheduled] service during such quarter. 

(2) Limiratron.—Paragraph (1) shall apply in respect of gasoline used 
during any calendar quarter only if at least 60 percent of the total passenger 
fare revenue (not including the tax imposed by section 4261, relating to the 
tax on transportation of persons) derived during such quarter from [scheduled] 
service described in paragraph (1) by the person filing the claim was attributa- 
ble to tax-exempt passenger fare revenue derived during such quarter by such 
from such [scheduled] service. 

(d) DEFINITIONS.— 


* * * * * * * 


(2) TAax-EXEMPT PASSENGER FARE REVENUE.—The term “tax-exempt passenger 
fare revenue” means revenue attributable to fares which were exempt from 
the tax imposed by section 4261 by reason of section 4263(a) and 4263(b) (re- 
lating to the exemption for commutation travel, etc.). 


SuGGEsSTeED AMENDMENT OF SECTION 6421 oF THE INTERNAL REVENUE CODE OF 1954 
A BILL To amend Section 6421 of the Internal Revenue Code of 1954, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That Section 6421(b)(1) of the Internal 
Revenue Code of 1954 (relating to gasoline used for certain nonhighway purposes 
or by local transit systems) is amended by striking out the word “scheduled” 
after “furnishing” and further amended by striking out “along regular route” 
and inserting in lieu thereof the following: “the rates for which are fixed by 
local or state regulatory agencies”’. 

Sec. 2. Section 6421(b)(1)(B) is amended by.striking out “scheduled” wher- 
ever it precedes the word “‘service’’. 

Sec. 3. Section 6421(b)(2) is amended by striking out “scheduled” wherever 
it precedes the word “service’’. 

Sec. 4. Section 6421(d)(2) is amended by inserting after “4263(a)” the fol- 
lowing : “and 4263(b)”’. 


AUTOMOBILE MANUFACTURERS ASSOCIATION, 
Detroit, Mich., July 20, 1959. 
Hon. D. MILLs, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D.C. 

Dear Mr. CHAIKMAN: We respectfully request that this letter, setting forth 
views of the motor vehicle manufacturing industry, be made a part of the record 
of the committee’s hearings on the Federal highway trust fund deficit. 

First, we believe the long-term building schedule established by Congress 
in the 1956 Highway Act should be adhered to fully. The need for better high- 
ways is urgent. They will reduce traffic accidents and transportation costs. 
They will mean increasing employment within the States, through new busi- 
ness and industrial developments generated by the better highways. 

Second, we believe it would be premature and prejudicial at this time for 
Congress to impose further special taxes on motorists, or to institute new alloca- 
tions to the highway trust fund from Federal automotive excise taxes. Before 
such measures are considered, a more basic question should be resolved. 

From the start of the Federal-aid program for highways in 1916, Congress 
recognized that road improvements are not made for the exclusive benefit 
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of motorists. The benefits extend to the total economy, to national defense, 
and to many essential public services. 

Therefore, prior to 1956, all Federal highway funds came from the General 
Treasury. They were not linked with any special motorist taxes, even though 
it is true that special Federal taxes on motorists through the years have 
exceeded total Federal highway expenditures. 

In order to launch the new road program in 1956, Congress for the first time 
earmarked special motorist taxes, to finance the entire Federal cost. Recog- 
nizing that this was a major policy departure, which should be fully reviewed 
later, Congress also directed that a comprehensive study be made of benefits 
flowing from the road system, in order that an equitable long-range policy could 
be developed for motorist and general tax support for the program. This 
Federal study of highway tax equities is to reach Congress in January of 1961. 

We believe an interim fiscal program should be developed to cover the antici- 
pated 2-year deficiency in the fund. We are confident that a form of highway 
revenue bonding or repayable credit financing can be used, until the time when 
Congress has before it the facts on which to base a sound long-term highway 
tax policy. 

Sincerely yours, 
Harry A. WILLIAMS, 
Managing Director. 


PROVIDENCE, R.I., July 23, 1959. 
Hon. AIME J. FoRAND, 
House Office Building, 
Washington, D.C.: 

In meeting assembled July 21, our board members vigorously opposed an in- 
crease in the Federal gasoline tax and requested we advise you to this effect on 
behalf of all of the members of our association. Will you please record our 
opposition with Hon. Wilbur Mills, chairman of the House Ways and Means 
Committee, before whose committee hearings start today. Our sincere thanks 
for your usual fine cooperation. 

Ruope ISLAND AUTOMOBILE DEALERS ASSOCIATION. 


Moror TRANSPORT ASSOCIATION OF CONNECTICUT, INC., 
Hartford, Conn. 
Honorable Members of the House Ways and Means Committee: 

The Motor Transport Association of Connecticut, Inc., a trade association 
representing the motor transport industry of the State of Connecticut, is 
vehement in its opposition to any increase in the Federal tax on gasoline. 

During the fiscal year ended June 30, 1958, the Federal Government collected 
$3,600 million in road-use taxes, of which $2,100 million went into the road 
fund for highway construction and maintenance, $1,500 million was diverted 
to other purposes. It is our position that the present road-use taxes should be 
applied to highway construction before any tax increase is put upon the gaso- 
line consumer. 

Connecticut motor vehicle operators now pay what amounts to a 41 percent 
sales tax on a gallon of gasoline. The 6 cents State tax plus the 3-cent Federal 
tax now costs the Connecticut motor vehicle owner 90 cents on every 10 gal- 
lons of gasoline purchased. That is a sales tax four times larger than the tax 
on luxuries (furs, jewelry, etc.). In 1957 the Federal Government collected 
$51.8 million from Connecticut motor vehicle owners in Federal automotive 
taxes. An increase of 14%4 cents per gallon would cost the Connecticut highway 
users $11.5 million per year. 

It is the opinion of our people that it would be most unfair to increase this 
tax burden at a time when 42 cents out of every automotive tax dollar collected 
by the Federal Government is diverted to the general fund for nonhighway 
purposes. Also any additional increase in the Federal tax on gasoline would 
impose an added and unfair burden on not only the commercial motor vehicle 
operators of Connecticut but on every motor vehicle owner in our State. 

We earnestly urge the honorable House Ways and Means Committee to reject 
any proposal to increase the Federal tax on gasoline. 
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NEw JERSEY Moror TRUCK ASSOCIATION, 
Newark, N.J., July 14, 1959. 

Hon. WiLsur D. MILLs, 

Chairman, Committee on Ways and Means, 

U.S. House of Representatives, 

Washington, D.C. 

Dear Mr. Mritts: The New Jersey Motor Truck Association desires to be 
recorded in opposition to any increase in existing highway user taxes and re- 
spectfully requests that the association’s opinion be included in the forthcoming 
public hearing by your committee on the subject of highway financing. 

The association’s position is outlined in the following telegram which was 
sent July 10 to all Members of the New Jersey congressional delegation : 

“New Jersey Motor Truck Association, speaking for organized trucking in- 
dustry in this State, strongly opposes new or increased highway taxes to finance 
completion of Interstate Highway System. 

“The Secretary of Commerce, at direction of Congress, is engaged in a study 
concerning the general benefits being derived from an expanded Federal highway 
program. Report of this study, due in January 1961, will enable Congress to 
review entire financing structure and make such permanent adjustments as 
may be deemed necessary. Any increase in present tax load on highway users 
pending completion of study would be manifestly unfair. 

“A solution to highway financing, keeping construction on schedule, was 
eontained in House version of Highway Revenue Act of 1956. This provided 
for use of repayable advances chargeable against future tax revenues accruing 
to highway trust fund during later years of the program when revenues will 
exceed expenditures. 

“Alternative solution would be issuance of revenue bonds secured by high- 
way trust fund receipts. This principle is incorporated in two bills pending 
before Congress, H.R. 7780, by Representative Ostertag of New York, and Senate 
Joint Resolution 109, by Senator Case of South Dakota. 

“A third approach would be allocation to highway trust fund of those excise 
= imposed against automotive equipment which presently go into general 

und. 

“We respectfully request you consider one of above alternatives to interim 
financing of highway program without increasing present level of highway 
user taxes.” 

Very truly yours, 
D. J. Crecoa, Executive Director. 


Montoomery, ALA., July 14, 1959. 

Hon. Witzur D. MILs, 

Chairman, House Ways and Means Committee, U.S. House of Representatives, 
Washington, D.C.: 


Our association including every type of commercial truck user requests to be 
recorded in the forthcoming hearing as opposed to any Federal gas tax increase 
or any compromise resulting in an increase we favor repeal of Byrd amendment 
to ease highway trust fund pinch. 

JAMES I, RITCHIE, 
General Manager, Alabama Trucking Association. 


Boston, Mass., July 14, 1959. 
Congressman D. MILLs, 
Chairman, House Ways and Means Committee, 
House of Representatives, Washington, D.C.: 
Understand the House Ways and Means Committee will hold public hearing 
on July 22 to consider a new highway-financing bill. This association, com- 
prised of over 700 new-car dealers, in a wire to the members of the Massachusetts 
congressional delegation of June 30, 1959, noted its strong opposition to any 
increase in the Federal gas tax and requested that they make known our 
position to your committee. We respectfully ask that your committee note our 
objection to any increase in the Federal gasoline tax at this time and in view of 
the fact that it is not possible for us to attend the hearing we request that this 
wire be made a part of the official record of the proceeding of July 22, 1959. 
Wma. A. PLUNKETT, 
Executive Vice President, 
Massachusetts State Automobile Dealers Association. 
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THE ORDER OF UNITED 
XOMMERCIAL TRAVELERS OF AMERICA, 
GRAND CoUNCIL OF NEW ENGLAND, 
July 14, 1959. 
Hon. D. MILLs, 
U.S. Representative, 
Chairman, Committee on Ways and Means, 
House Office Building, Washington, D.C. 

Deak REPRESENTATIVE MILLS: I recently wrote to you on the subject of financing 
of the Federal highway program and sent along an excerpt from a resolution 
pertaining to the subject as unanimously adopted at the annual meeting of the 
Grand Council of New England, United Commercial Travelers of America, in 
June. 

It is our understanding that your committee will conduct public hearings on 
the subject of the highway trust fund and problems of financing the Federal high- 
way program, beginning on July 22. 

In this connection I have been authorized and directed to write to you again 
and request that our organization be recorded at these hearings as strongly op- 
posed to any increase in the Federal tax on gasoline and as favoring suspension 
of the pay-as-you-go amendment to the 1956 Federal-aid Highway Act so as to 
permit appropriations from general revenues to help finance the Federal high- 
way program. 

Thank you for your consideration. 

Very respectfully, 
FRANK G. Pray, 
Chairman, Grand Legislative Committee. 


TRUCKING Co., INC., 
Indianapolis, Ind., July 28, 1959. 

Mr. Leo H. Irwin, 

Chief Counsel, Committee on Ways and Means, 

New House Office Building, 

Washington, D.C. 

GENTLEMEN: We wish to go on record as being opposed to the proposed 114- 
cent increase in Federal gasoline tax as a means of raising additional funds for 
the Federal highway construction program. 

Any increase in motor-fuel tax would further increase operating costs to the 
extent that rate increases would become necessary, thereby the cost would 
eventually be passed on the consumer. This would only add to the inflationary 
spiral which the present administration is striving to control. 

We trust that a favorable decision will be rendered on this proposal. 

Respectfully yours, 
FLoyp N. GORRELL, 
Controlier. 


DALLAS LEASING Co., ING., 
Dallas, Tex., July 24, 1959. 

Hon. D. MILLs, 

Chairman, House Ways and Means Committee, 

Washington, D.C. 

Dear Sir: Our company wishes to go on record as opposing any increase in 
the Federal gasoline tax. 

Motor fuel already carries an unbalanced percentage of its cost in taxes and 
puts an added burden on this phase of the truck-leasing business. 

Ultimately these increased costs must be passed to the consumer and in turn 
do nothing but promote the spiral of inflation. 

Here, again, it is our firm belief that only through sincere efforts of our 
elected representatives to cut Government spending, control and appropriate 
money available more judiciously, will we ever have sufficient revenue needed 
for such programs as the Federal highway-construction project. 

Respectfully, 

C. L. BAKER, Jr.. 

Executive Vice President. 
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AMERICAN FEDERATION OF LABOR AND 
CONGRESS OF INDUSTRIAL ORGANIZATIONS, 
DEPARTMENT OF LEGISLATION, 
Washington, D.C., July 24, 1959, 
Hon. D. MILLs, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D.C. 


Dear CHAIRMAN Mitts: I shall appreciate your courtesy in including this 
letter in the record of the current hearings on the condition of the special trust 
fund of the National System of Interstate and Defense Highways. 

The AFL-CIO consistently has opposed the imposition of excise taxes, includ- 
ing a tax on gasoline. On the contrary, the AFL-CIO has favored placing 
greater reliance upon the more progressive individual and corporate income 
taxes. 

While the deficits for the current fiscal year and fiscal year 1961 have been 
estimated at $496 million and as much as $800 million, respectively, it still is 
not clear exactly just how much additional revenue is needed, nor in fact 
whether an increase of 1% cents per gallon is actually required. It may well be 
that, at least for the present, a smaller tax increase might prove sufficient. 

The AFL-CIO takes this occasion to reaffirm its support for maintaining the 
carrying out, on schedule, of the National System of Interstate and Defense 
Highways construction program. With respect to additional financing, the 
necessity for which may be demonstrated, it would appear preferable, in our 
opinion, that additional moneys with which to replenish the special trust fund 
be obtained through and from the general Treasury revenues. 

Thanking you for your attention in this matter, I am, 

Sincerely yours, 


ANDREW J. BIEMILLER, Director. 


INTERNATIONAL UNION, UNITED AUTOMOBILE, AIRCRAFT & 
AGRICULTURAL IMPLEMENT WORKERS OF AMERICA—UAW, 


Washington, D.C., July 28, 1959. 
Hon. D. MILs, 


Chairman, House Ways and Means Committee, 
House Office Building, Washington, D.C. 


DEAR CHAIRMAN MILUts: May I ask your courtesy in adding this letter to 
the record of the hearings on the condition of the special trust fund of the 
National System of Interstate and Defense Highways, following AFL-CIO 
Legislative Director Biemiller’s July 24 letter to you on this same subject. 

On behalf of the UAW, may I state that we wholeheartedly support AFL-CIO 
in this opposition to the imposition of excise taxes, including taxes on gasoline 
and its recommendation for greater reliance upon more progressive individual 
and corporate income taxes, also its recommendation that the highway con- 
struction program be continued on schedule, the necessary additional financing 
during the early years of the program to be derived from general treasury 
revenues as needed to replenish the special trust fund. This can be done by 
repealing or suspending the Byrd pay-as-you-go rider and by lengthening the 
financing period without lengthening the construction period. 

In addition, we join with others who are wholeheartedly opposed to any 
increase whatever in the gas tax and to any earmarking of any part of the 
excise taxes on cars, trucks or parts. Such an increase is not only regressive 
in general effect; it would be a direct blow against sales, production and em- 
ploymenti n the U.S. automobile industry at a time when unemployment is still 
severe in many automotive centers throughout the country. In view of the fact 
that other and better methods of financing are available, we hope that you 
and other members of your committee will solve the financing problem during 
this interim period in a way that will not only continue the highway construc- 
tion program without any slowdown in road building or employment, but also 
without handicapping other segments of our economy, such as those employed 
in the production of automobiles, trucks, oil, tires, parts and accessories. 

Sincerely yours, 
SIFTON, 
National Legislative Representative. 


He 
Ch 
é 
ha 
re 
m 
ol 
i 
pl 
ay 
ir 
ol 
: 
V 
2 
Ae 


HIGHWAY FINANCING PROGRAM 419 


INSTITUTE OF ScrAP IRON & STEEL, INC., 
Washington, D.C., July 28, 1959. 


Hon. D. MILLs, 
Chairman, Ways and Means Committee, House of Representatives, New House 
Office Building, Washington, D.C. 

Dear Mr. Mitis: The Institute of Scrap Iron & Steel Inc. is the trade asso- 
ciation representing the iron and steel scrap industry in the United States. We 
have approximately 1,300 member companies, mostly small dealers. 

Our industry over the past 2 years has been suffering under the impact of 
reduced demand for its product by domestic steel mills. In this situation, our 
members, particularly those in remote areas, have found that high rail freight 
rates for scrap have hindered their access to markets. 

In an effort to meet this competition and to lower their transportation costs, 
our members have increasingly turned to the use of trucks. In addition, as an 
industry, we use many trucks to haul iron and steel scrap from local industrial 
plants to our processing yards. 

Because of current difficulties in the industry, and the need to avoid cost 
increases wherever possible in order to retain our competitive position, we feel 
obliged to oppose vigorously the proposed increase in the Federal gasoline tax. 

We do not feel that road construction under the Federal highway program 
need be continued at the pace established last year as an antirecession measure. 
We feel that available funds should be used to their utmost, and that, if neces- 
sary, the program be phased out, rather than impose additional gasoline taxes 
on the general public and on business. 

We would request that this letter, as representing the majority views of one 
segment of the business community in opposition to the gas tax increase, be 
made part of the record of the hearing held by the Ways and Means Committee 
last week. 

Sincerely yours, 


NATIONAL AFFAIRS COMMITTEE, 
STANTON LUNTz, 


Chairman, 


WILLIAM SCHMIEDEL, 
Vice Chairman, 


ASSOCTATION COUNTY COMMISSIONERS OF GEORGIA, 
Atlanta, Ga., July 14, 1959. 


Mr. D. MILLs, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D.C. 

Dear Mr. Mitts: The Association County Commissioners of Georgia, an or- 
ganization of county officials who by State law are charged with the primary 
problems of road construction and maintenance and the conducting of the fiscal 
affairs of their respective counties, have gone on record as opposing any increase 
whatsoever in the Federal gasoline tax. 

It will be appreciated if you will put in your records of the hearings to be 
held on July 22 on ways to finance the highway program, the position of this 
association in positive opposition of any increase of gasoline tax in any amount 
whatsoever. 

Thanking you in advance for your courtesy in this matter, I am, 

Yours truly, 


Jas. W. Kreyton, President. 


FINANCING THE Freperat-Aip Highway PROGRAM 


Statement of Ross R. Ormsby, president, the Rubber Manufacturers Associa- 
tion, Inc., filed with the House Committee on Ways and Means, July 24, 1959 


The rubber manufacturing industry, producing tires and many other prod- 
ucts essential to automotive safety, has championed the cause of better, safer, 
and more efficient highway systems for more than 50 years. It was a leader 
in the “good roads’ movement prior to World War I. After World War II, it 
joined with other like-minded groups in calling for an accelerated highway 
program to overcome the critical highway deficiency. 
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Our industry strongly supported the Federal Highway Act of 1956 as the 
best means of providing an adequate highway system for our Nation. 

Every argument that was advanced during the lengthy House and Senate 
hearings of 1955 and 1956 concerning the needs for these highways is even 
more important today. The economic need for relieving highway congestion 
and improving the safety of highway travel is today of increased importance 
to the Nation. 

Our industry believes that of all of the Federal programs, the completion 
of the highway system authorized by the 1956 highway act will contribute 
most to the growth of our Nation’s economy and the improvement of its stand- 
ard of living. We strongly advocate that nothing be allowed to interfere or 
tg the scheduled completion of the Interstate and Defense Highway 

ystem. 

The financial crisis in highway construction now facing us could have been 
predicted when the 1956 act in its final form was approved into law. 

As finally approved, the financing provisions of title II were not balanced 
with the authorization provisions of title I. When the act passed the House, 
there was a balance between the authorized program of title I and the financing 
provisions of title II. However, by inclusion and acceptance of the so-called 
Byrd amendment, the balance was destroyed. 

The financial crisis now before us is of greater magnitude than could have 
been foreseen in 1956 because— 

1. The estimated cost for completing the Interstate System rose sharply 
after the States carefully and scientifically recalculated the cost. 

2. An additional 1,000 miles were added to the system, bringing the 
total to 41,000. 

3. The highway trust fund was required to pay for nearly $2 billion worth 
of highways that had been previously authorized before passage of the 
1956 act. 

4. The costs of the highways authorized in the 1958 act as an anti- 
recession measure were charged to the highway trust fund. 

Prior to the 1956 act, financing of Federal-aid highways had always been 
accomplished through appropriations from the general fund. The 1956 act 
created the highway trust fund providing that some of the revenues of Federal 
excise taxes on highway users and automotive products would be used for 
financing not only the new Interstate System but also the normal and his- 
torical primary, secondary, and urban systems. Considering the cost esti- 
mates then before it, Congress dedicated to the trust fund only that portion 
of the tax revenues coming directly from special taxes on highway users as 
were considered necessary to finance the program. The rubber manufacturing 
industry supported the dedication of all revenues derived from the Federal 
excise taxes on tires, inner tubes, and tread rubber. 

Now before this committee are proposals for further taxes on the highway 
user, namely, an increase in the Federal excise tax on gasoline. At this time we 
wish to register our opposition to any increase in the Federal gasoline tax or any 
other change in Federal taxation of highway users and automotive products as 
inequitable and unnecessary. 

Our position is based upon the fact that Congress itself in passing the 1956 
act admitted that the taxing provisions of that act required careful review to 
make certain there was an equitable distribution of the tax burden among high- 
way users and other nonuser beneficiaries of the highways. 

Congressional doubt was expressed in section 210 of the 1956 act which re- 
quires careful investigation and subsequent report to Congress. This report is 
scheduled to be made to Congress in early 1961, at which time it has always been 
anticipated that Congress would make a decision concerning the equitable distri- 
bution of the tax burden and establish long-range financing system to assure 
scheduled completion of the Interstate System. 

We maintain that any change in current tax laws would be a prejudgment of 
the section 210 study and thus might compound the inequities. 

The engineers are designing the Interstate System to handle estimated traffic 
needs for 1975. .These roads, being built to long-life. high standards, are one of 
the Nation’s most important capital investments. We know of no other capital 
investment that would contribute to an expanded national economy as this 
urgently needed highway system. 

Therefore, until such time as Congress has the opportunity to receive and study 
the reports called for under section 210 of the Highway Act, we recommend that 
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the current short-term financial crisis be handled by some form of credit 
jnancing. 

r In can testimony in support of the 1956 act, we pointed out the possibility that 
the revenue accruing to the highway trust fund would in future years increase at 
a greater rate than shown by the official Government estimates. For the fiscal 
years 1958 and 1959, the highway trust fund receipts were, in fact, greater than 
the estimates made in 1956. This occurred despite the general economic reces- 
sion of 1958. We are still of the opinion that those 1956 estimates were conserv- 
ative and as more of these highways are completed, permitting greater automo- 
tive travel, the revenues from highway user taxes will be further increased. 
Therefore, any form of credit financing to be repaid from future trust fund 
receipts will in our opinion be a sound financial arrangement. 

Credit financing through “repayable advances” from the general fund will, of 
course, affect the budget and impinge upon the national debt ceiling. Of all the 
Federal outlays, this one would have assured repayment, being unlike most of 
the other enormous Federal spending programs. 

As an alternate to “repayable advances” we understand that a mechanism 
could be established permitting the sale of short-term revenue bonds with future 
highway trust fund receipts as collateral, which would not affect the Federal 
pudget or constitute a debt or obligation of the United States. 

Any interruption or delay in the completion of the Interstate Highway System 
will in our opinion result in an economic loss to our Nation of such magnitude as 
to fully justify a sound credit financing program. 

We recommend the adoption of a short-term program of credit financing based 
upon future highway trust fund receipts, and delaying the final decision on 
long-term financing until 1961. 


Unitep Freso Fruir & VEGETABLE ASSOCIATION, 
Washington, D.C., July 14, 1959. 


Hon. WiLeuR D. MILLs, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D.C. 

Dear CONGRESSMAN Mrir1s: It has come to our attention that your committee 
will hold hearings beginning July 22 on the proposed Federal motor fuel tax 
increase and other methods of financing the expanded Federal-State highway 
program. 

While we do not request time to appear before your committee, we respect- 
fully request that this letter be included in the record of the hearings. 

On June 30, 1959, Alan T. Rains, executive vice president of this association, 
sent you the following telegram : 

“We understand your committee is giving active consideration to the tax 
increases on gasoline. We want to reiterate our opposition to any increases in 
gasoline tax which would add further financial burden to producers and dis- 
tributors of fresh fruits and vegetables who are large users of motor vehicles in 
the transportation of their products. We believe additional moneys temporarily 
required to keep the highway program on schedule could come from the general 
funds of the Federal Government or through repayable advances. We respect- 
fully urge your committee to reject this or other proposals which would increase 
the present tax on gasoline.” 

We wish to state once again that our position has not changed, and, accord- 
ingly, we urge the rejection of any proposals which would increase the tax on 
motor fuels. 

Sincerely, 


BERNARD J. IMMING, Secretary. 


STATEMENT SUBMITTED BY G. C. Stewart, EXECUTIVE VICE PRESIDENT, NATIONAL 
Sarety CouNciIL 


Statement of the National Safety Council in Response to a Request From the 
Committee on Ways and Means of the House of Representatives for an 
Expression of Views With Respect to the National Highway Construction 
Program 


The National Safety Council is restrained by the letter and spirit of its con- 
gressional charter from becoming involved with the legal, financial, or political 
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aspects of specific legislation. For this reason, our statement is directed only at 
the accident-prevention aspects of the matter the committee has under con- 
sideration. 

The Council is disturbed by the prospect that there may be a delay or stretch- 
out in the national highway construction program, because we believe that such 
a delay or stretchout will result in more traffic accidents than would occur if 
construction were completed on schedule. 

Controlled-access highways of modern design have proven their potential for 
reducing traffic accidents. 

As immediate proof, we cite the recent Memorial Day weekend, when “imme 
diate” motor vehicle deaths totaled 310, a new high record for this holiday 
weekend. During this same weekend, 16 major turnpikes set a new low record. 
These 16 turnpikes handled nearly 5 million vehicles, which traveled 150 million 
miles, without a single fatality and only 3 serious injuries. 

Even more significant is the record for the entire year of 1958, when there were 
7.3 deaths per hundred million miles of travel on rural roads, while on turnpikes 
the rate was only 2.8. This comparison indicates that the accident rate on 
highways of the interstate type is little more than one-third the rate on rural 
roads generally. 

Taking into account this far better safety record on controlled-access, modern- 
design highways, the National Safety Council’s statistical staff has investigated 
the safety consequences of any delay in the Interstate Highway System con- 
struction program. Their analysis reveals some very significant facts which 
are appended to this statement for inclusion in the record, the committee so 
agreeing. In brief, the facts are— 

1. Controlled-access, modern-design highways already in use are reducing 
traffic deaths 700 a year below what they would be without these highways. 

2. With each year’s extension of the system, scheduled for substantial com- 
pletion by 1970, there will be additional lives saved which, during the period 
1960-70, will accumulate to a total saving of 30,000. 

3. Delays or stretchout in planned construction will result in unnecessary 
loss of life. For example, if no additional highways were built in 1960, thus 
delaying completion of the entire system for 1 year, about 5,700 more deaths 
would occur by the time the system is completed than would have occurred 
had the system been completed on schedule. 

We face the fact that the return of better economic conditions this year has 
brought a greater than average increase in motor vehicle travel. No one regrets 
such a manifestation of better times, but certainly no one wants to pay for it in 
terms of human life. The situation calls for stepped-up accident prevention 
measures by all public and private agencies. 

Since experience has proven conclusively that accident rates are substantially 
lower on the types of highways being constructed for the Interstate System, 
and since these lowered rates will save human life, prevent suffering, and reduce 
social and economic costs, the National Safety Council believes it to be in the 
best interest of our people that there be no delay or stretchout in the construction 
program of our Interstate System of highways. 


HOW MANY LIVES WILL CONTROLLED-ACCESS HIGHWAYS SAVE? 


Projection of recent urban and rural trends in motor vehicle death rates, 
including the contribution from the very low rates on toll roads and other con- 
trolled-access highways, indicates that by 1970 the national rate can be as low 
as3.7. This requires, however, that vehicle mileage on controlled-access, modern- 
design highways increases as rapidly as the planned construction program will 
make possible. 

Commissioner Armstrong of the U.S. Bureau of Public Roads estimates that 
if the construction of the Interstate and Defense Highway System continues 
according to plan, most of it will be in operation by 1970, and it will then be 
carrying 20 percent of the national total of vehicle miles, or about 200 billion. 

In 1958, toll roads recorded a fatal accident rate of 2.8 per 100 million vehicle- 
miles—approximately one-third of the death rate for all rural highways in 1958. 
While the experience on some toll roads—particularly in New Jersey and New 
York—is considerably better than this, a conservative assumption for the Inter- 


state and Defense System Highways as a whole is that they will have an average 
rate of 2.8 each year to 1970. 
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The recent trend of the rural accident death rate indicates that the rate for 


other rural roads will decrease from about 7.4 in 1959 to 6 in 1970. With these 
trends, the lifesaving capability of controlled-access, modern-design highways 


during the 12 years 1959-70 can be measured. 


Vehicle 


mileage on Estimated Estimated Difference in 
interstate death rate death rate Estimated death esti- 
and defense per Estimated per deaths for | mates (lives 
Year highways 100,000,000 deaths 100,000,000 the stated | saved by use 
if present vehicle-miles vehicle-miles mileage of interstate 
construction for these for other and defense 
schedule is highways rural roads highways) 


maintained 


Pillion 


0 eA 15 2.8 400 7.4 1, 100 700 
20 2.8 550 7.3 1, 450 900 
ea 25 Zs 700 7.2 1, 800 1, 100 
35 2.8 1, 000 7.1 2, 500 1, 500 
45 2.8 1, 250 7.0 3, 150 1, 900 
60 2.8 1, 650 6.8 4, 100 2, 450 
1965____- 2.8 2, 250 5, 350 3, 100 
100 2.8 2, 800 6.6 6, 600 3, 800 
1967... aie 125 2.8 | 3, 500 6.5 8, 100 4, 600 
OB: casteels 150 2.8 | 4, 200 6.4 | 9, 600 5, 400 
ere | 175 2.8 4, 900 | 6.2 | 10, 850 5, 950 
akan Reali, 200 28 | 5, 600 | 6.0 | 12, 000 6, 400 


Less lives saved by continued use of Interstate System roads already built.........-.-..._- 


Lives which can be saved ay! travel on Interstate System roads if completed on 


The effect of a delay in the Interstate and Defense Highway construction 
program can be determined from this table. For example, if the whole schedule 
of work were delayed 1 year, it can be assumed that the accident experience of 
1960 will be similar to that of 1959, and the record for 1970 will be similar to 
that of 1969. In that case, the estirtes of lives saved in each year would be 
as follows: 


Less lives saved by continued use of Interstate System roads already built_ 


7, 300 


Lives which can be saved by travel on Interstate System roads 


Lives saved during the 12 years 1959-70 would thus be reduced 5,700 by a 
one year delay in the construction program. This reduction in lives saved 
would never be made up, for in the years after 1970 the number of lives saved 
would be the same with or without construction delays in the years 1959-70. 

Other assumptions regarding delay in the construction program will yield 
different amounts of reduction in the total of lives saved. Approximations can 
be made from the table which, in most cases, will be satisfactory for judging 
the effect of the delay. 
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ALABAMA FEDERATION OF WOMEN’S CLUBS, 
Jackson, Ala., July 19, 1959. 

Hon. D. 

Chairman, House Ways and Means Committee, 

House Office Building, Washington, D.C. 


DrAR CONGRESSMAN MILLS: As president of the 30,000-member Alabama Fed- 
eration of Women’s Clubs, I respectfully express my organization’s unqualified 
opposition to any Federal gasoline tax increase. Our federation is composed 
of approximately 600 clubs in most of Alabama’s 67 counties. 

We realize from reading news stories that the interstate highway program 
as planned must he in difficulty; however, we feel this Federal project and 
others should stay within its income just as we do in running our households, 
Judging by the very high gasoline taxes we pay in Alabama, there must be 
billions collected to build highways. Therefore, we are absolutely against any 
more tax on gasoline, which item is a necessity to carrying out our home-school- 
church-club activities. 

I am enclosing a copy of our press release sent to all Alabama newspapers 
and radio and TV stations. 

Thank you for whatever consideration you can give to the Alabama Federa- 
tion of Women’s Clubs stand on this vital matter. 

Very truly yours, 
Mrs. J. F. MoVay, 
President, Alabama Federation of Women’s Clubs. 


THE 


ALABAMA FEDERATION OF WoOMEN’S CLUBS AGAINST ANY FEDERAL 
GASOLINE TAx INCREASE 


Mrs. J. F. MeVay, Jackson, Ala., president of the Alabama Federation of 
Women’s Clubs, said that members of the federation are unalterably opposed 
to any increase in gasoline taxes, Federal or otherwise. 

Mrs. McVay, who is leader of 30,000 clubwomen in Alabama, said that the 
present proposals to increase the Federal gasoline tax should be rejected by 
Congress because gasoline taxes already are cutting deeply into household 
budgets. “We pay our own expenses to and from our many federation meetings, 
and we object to having additional taxes taken from our limited personal funds.” 

“A tax rise would undoubtedly contribute to higher costs for products delivered 
to our homes. Food costs would be among the first to go up since 89 percent 
of all farm produce is transported from farm to market by truck,” Mrs. McVay 
said. She added that higher delivery costs for department store purchases, 
cleaning, fuel oil, and other necessities for the home would be sure to activate 
other price rises. 

“An increase in the gasoline tax would also contribute to school eosts. More 
than 1 out of every 3 pupils in the United States travels to school by bus, while 
500,000 students use private automobiles daily to reach classes. More expense 
every time the family car is used would be a certainty if the gasoline tax is 
increased since, in a recent survey, it was found that transportation costs were 
the third biggest item in all consumer spending. 

“In line with the General Federation of Women’s Clubs the Alabama Federa- 
tion at its board meeting in January passed unanimously a motion opposing 
any Federal tax increase on gasoline. We feel that special automotive taxes 
already paid by the motorist should be applied to the highway building program 
before additional burdens via higher taxes are placed upon the car owners.” 


STATEMENT OF THE MICHIGAN READY MIxED CONCRETE ASSOCIATION ON PROPOSED 
11% CENTS INCREASE IN THE GASOLINE Tax 


The Michigan Ready Mixed Concrete Association takes this opportunity to 
vigorously oppose any increase in the Federal gasoline tax at this time for the 
following reasons: 

HISTORY: Prior to 1956 when the President and others concerned explained 
this program to the people of the United States, it was reiterated time after 
time that everyone would benefit from the proposed highway program whether 
or not they were highway users; and it would have tremendous benefits from a 
national defense standpoint. 

The Michigan Ready Mixed Concrete Association concurs in those statements. 
The Federal highway program in 1956 was enacted, and in just 3 short years 
they are back in to tap the highway users some more. 
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The Ready Mixed Concrete Association is not desirous of having the road 
program bogged down in any way; however, we would recommend one of the 
following alternate proposals for insuring the continuance of the long-range 
aspects of financing this highway program: 

1. Recommendation No. 1, suspension of the so-called Byrd amendment; 

2. Transferring monies from the general fund to the highway trust fund ; 

3. The issuance of a special class of bonds against the assets of the highway 
trust fund ; 

4, Extension of existing financing and construction periods; 

5. As another possibility, it is my belief that the Congress possibly could change 
the formula on the State matching basis to require the States to put up more 
money to match the Federal money in order to keep this program going. 

Since it is recognized by the President of the United States and others con- 
cerned that everyone benefits from an accelerated road program, then let us all 
pay. Let’s not saddle just the highway users for this privilege. 

It is my considered opinion that whether a person owns an automobile or not, if 
he is a consumer of products he benefits from good highways. 

We strongly urge this committee to reject any bill to increase the tax on the 
highway users. As we have stated above, there are other ways to continue our 
highway program. 

Submitted by, 

8S. BUCHANAN, 
Secretary-Manager. 


WASHINGTON, D.C., July 24, 1959. 
Hon. W1LBur D. MIZLs, 
Chairman, Committee on Ways and Means, 
U.S. House of Representatives, 
Washington, D.C. 


DEAR Mr. CHAIRMAN: I submit herein for the consideration of your committee 
my statement on the proposed increase in the Federal gasoline tax. I am a con- 
sulting engineer and economist who conducts highway financing studies for the 
States. I share the concern of the State Governors that further increases in the 
Federal gasoline tax will jeopardize State highway financing programs. As an 
alternative I urge the development of automotive excise taxes for Federal high- 
way purposes. 

The States instituted the gasoline tax as a source of highway revenue some 
40 years ago. Because it proved to be readily administrable and an effective 
measure of highway use it soon gained wide acceptance. Over the years it has 
developed into a major source of highway revenue for the States. Now, however, 
the Federal Government is encroaching upon and threatening to usurp this source 
of revenue. 

The Federal Government entered the gasoline tax field in the thirties with the 
adoption of a tax to provide depression revenues, then continued it throughout the 
war years to provide national defense revenues. In 1956 it increased the rate 
from 2 to 3 cents per gallon and earmarked the revenues for highway purposes. 
Enactment of these changes in the Federal tax has placed the Federal Govern- 
ment in competition with the States for this source of highway revenue. Enact- 
ment of the proposed increase of 11% cents, which would make the Federal tax 
414 cents as against the average State tax of 5.6 cents, would stiffen that compe- 
tition. In fact, as often happens when two levels of government compete for 
the same source of revenue, the higher level might well preempt it. 

Obviously the Congress has difficult and immediate problems to resolve in 
financing its new Interstate System, but the fact remains that the States have 
continuing problems of far greater magnitude in financing their portion of the 
Nation’s highways. In terms of traffic, the Interstate System is expected to 
carry only some 20 percent of total traffic, whereas other systems of highways, 
roads, and streets must carry the preponderant S80 percent of total traffic. The 
Federal Government has assumed on the Interstate System 90 percent of the 
construction cost, and on other federally aided highways, 50 percent of that 
cost; but it has left to the States construction costs of 10 percent on the Inter- 
state System, 50 percent on Federal-aid highways, and 100 percent on all other 
highways. It has also left to the States the entire cost of maintenance on 
the Interstate System and all other systems of highways, roads, and streets. 

I would urge, therefore, that the Congress not encroach further upon the 
States’ established source of highway revenue without looking carefully into 
the possihilitv of a source of revenue not readily available to the States. The 
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one which I would suggest is a manufacturers’ excise tax on motor vehicles 
and automotive products. The Federal Government has the beginning of such 
a tax in its excise tax on tires now earmarked for highway purposes. Ap 
excise tax on motor vehicles would impose the increased highway burden upon 
the automotive industry rather than upon the heavily burdened petroleum 
industry and thereby broaden the highway taxation base. Furthermore, the 
incidence of such a tax would be in large part on buyers of new cars who 
have a relatively high ability-to-pay in relation to buyers of used cars. 

My specific recommendations are as follows: 

1. That the Congress reject outright the proposed increase in the Federal 
tax on gasoline and declare its intention to leave to the States any future 
increases in the rates of motor fuel taxation for their highway purposes. 

2. That if additional revenues are necessary for Federal highway purposes, 
the Congress increase the manufacturers’ excise tax on motor vehicles and 
possibly other automotive products and earmark the revenues for such purposes, 

Respectfully yours, 
BERTRAM H. LINDMAN, 


CONSULTING ENGINEERS COUNCIL OF MARYLAND, INC., 
Baltimore, Md., July 28, 1959. 

Mr. Leo H. Irwin, 

Chief Counsel, Committee on Ways and Means, 

New House Office Building, Washington, D.C. 

Dear Str: The following statement is submitted on behalf of the Consulting 
Engineers Council of Maryland for inclusion in the record of hearings on 
methods of financing the expanded Federal-State highway program being held 
by the House Committee on Ways and Means. 

“During the various committee hearings, prior to the passage of the Federal 
Highway Act of 1956, it was evident that all segments of our economy and 
the general public recognized the need for a sound national highway program 
to effect a reduction in the highway accident and fatality rates, to return the 
economic benefits to industry and commerce which are possible only with ade- 
quate highways, and to provide a national highway system needed for national 
defense. It was also evident that there would be sufficient engineering man- 
power, materials, construction equipment, and construction forces to execute 
such a program. 

“In the act of 1956 the Congress clearly stated its intent to carry out the 
program, including the completion of the Interstate and Defense Highway 
System, by 1972. The Bureau of Public Roads, the various State highway 
departments, consulting engineers, materials producers, equipment manufac- 
turers, contractors, and all other segments of the highway industry have 
geared themselves to this level of production. 

“The need for the construction of the Interstate System in accordance with 
the original schedule has not changed. 

“It is the view of the Consulting Engineers Council of Maryland that the 
present session of the Congress has an obligation to find some means to overcome 
the temporary deficit in the highway trust fund in order to make possible the ap- 
portionments to the States for fiscal 1961 and 1962 at the levels proposed by 
Representative George H. Fallon, chairman of the House Subcommittee on Roads. 

“It is our opinion that the economic loss which would result from failure to 
make up this deficit, makes any stretch out of the program unthinkable. 

“Cut-backs and interruptions at this time will seriously hinder sufficient plan- 
ning and construction of the program. All deferred construction will add to the 
overall cost of the program. . 

“Highway department and consulting engineering organizations, by gradually 
expanding their staffs, have now developed qualified organizations for handling 
the engineering phases of this program. A retrenchment in the program now 
will force a reduction in these staffs and break down these efficient organizations. 

“Consulting engineers have also cooperated in a national effort to interest more 
young men entering college to take courses leading to a career in engineering. 
This effort to bring new talent into the highway engineering field cannot succeed 
if prospective engineers loose faith in the continuity of the highway program. 

“The Consulting Engineers Council believes that some compromise interim 
financing program can be devised at this time. The council also believes that 
some increase in the Federal gasoline tax as a pay-as-you-go measure appears 
desirable to help make up part of this deficit. 
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“It is our view, furthermore, that no reappraisal of the overall financing of the 
program should be undertaken until 1961, when the Congress will have new cost 
estimates and a report on benefits and beneficiaries of the highway program from 
the Bureau of Public Roads. 

“The effect of the present condition of the highway trust fund is already being 
reflected in delay and confusion in the execution of the highway program in the 
various States. We earnestly request that the Committee on Ways and Means 
move expeditiously toward an early solution of the dilemma created by this 
deficit in the highway trust fund by taking whatever action necessary to put the 
Federal highway program back on schedule.” 

Sincerely yours, 
G. Rosertson, Jr., President. 


AMERICAN BAKERS ASSOCIATION, 
Washington, D.C., July 22, 1959. 
Hon. D. MILLs, 
Chairman, House Ways and Means Committee, 
Washington, D.C. 

DEAR CONGRESSMAN MILts: In connection with the hearings now being held by 
the House Ways and Means Committee, relative to a proposal to increase the 
Federal motor-fuel tax, may I respectfully bring to the attention of the com- 
mittee the policy position of the American Bakers Association. This association 
is the national trade association of the wholesale and home-service baking indus- 
try, which operates in excess of 100,000 trucks on the highways of the Nation. 

The American Bakers Association is opposed to any tax increase at this time, 
believing that our membership is already incurring more than its fair share of the 
support of the financing of the program. A relatively small percentage of our 
trucks uses the Interstate System, since most of our deliveries are made in the 
arban and suburban areas operating in approximately a 50-mile radius from the 
plant. 

We strongly supported the enactment of the Highway Act of 1956 and the vari- 
ous automotive tax increases imposed then, inciuding the 1144-cents per gallon 
Federal gasoline tax, in the hope that the improved highway system would be an 
effective step in reducing our distribution costs insofar as the operation of motor 
vehicles is concerned. 

At the same time we were aware that the program would have periods of 
temporary deficits in the early years of construction which, it was anticipated 
under the legislation as originally passed by the House, would be met by repayable 
advances from the Treasury of the United States, chargeable against future trust 
fund receipts. 

Such a method of financing was considered practical inasmuch as specific future 
tax receipts were earmarked for the construction of the Interstate System. Un- 
fortunately, the restrictions of the Byrd amendment, added by the Senate, 
hegated such financing. 

Nonetheless, in our considered opinion, this method of meeting temporary 
deficits in the construction of the system, still appears eminently sound, and we 
would urge your committee to recommend some such approach in preference to 
any increase in the Federal gasoline tax. 

It is noted that the proposed increase in the gasoline tax, has been referred to 
in official quarters as a temporary increase to terminate in 2 years’ time. The 
experience of history bespeaks otherwise. Taxes which in the past have been 
labeled as “temporary” and “for a limited specific purpose” have invariably 
managed to become a permanent part of our tax structure. It is understandable, 
therefore, that we view with extreme skepticism any promise as to the “tempo- 
rary” nature of the proposed increase. 

As a further point, traditionally and logically, gasoline taxes have been 
reserved to the several States, except for the temporary emergency wartime tax 
and the 114-cents tax for the construction of the Interstate Highway System. 
We believe there should be no further encroachment on this taxing area of the 
States, many of which are already in dire need of additional revenues. 

Also we would urge the committee at this time to confine its deliberations to a 
resolution of the problem of the temporary deficit covering the apportionments 
through 1961, since those apportionments must be made within the next few 
months to maintain continuity of the program of its scheduled rate of construction. 

As your committee is, of course, aware, the study provided for by section 210 of 
the 1956 Highway Act will be available to Congress in January 1961, which study 
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will permit sounder and more thorough consideration of the necessary long-term 
financing of the program. 

In summary, therefore, we are opposed to any increase in the Federal gasoline 
tax. Temporary deficits should be financed through some method of repayable 
advances chargeable against the trust fund receipts, and consideration of the 
long-range problem of financing should be deferred until completion of the section 
210 study. 

Sincerely, 
JosrPH M. CREED, Counsel, 


INDIANA BAKERS ASSOCIATION, 
Indianapolis, July 15, 1959. 
Hon. W. D. MILs, 
House Office Building, 
Washington, D.C. 


Dear Mr. Mitts: In behalf of our membership we are protesting any in- 
crease in the Federal gas tax and instead we urge Congress to use all automotive 
excise taxes for highways. 

Our industry is a big user of gasoline and now pay into the millions for gas 
taxes, both State and Federal. 

We would appreciate, if possible, that this protest be made a matter of com- 
mittee record. 

Thanking you in advance. 

Very truly yours, 
JOHN CLaRrkK, President. 


CHAMBER OF COMMERCE OF THE UNITED STATES, 
Washington, D.C., July 22, 1959. 
Hon. D. MILLs, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D.C. 


Dear Mr. Mitts :The national chamber has supported the expanded highway 
construction program on the Interstate System, authorized by the Highway Act 
of 1956, since its inception. We are convinced that the program is needed to 
remedy serious deficiencies in the Nation’s highways important to interstate 
commerce and national security. This position was arrived at through a na- 
tional referendum of the membership in 1956 during consideration of legislation 
that resulted in the 1956 Highway Act. 

The chamber believes that the pay-as-you-go principle established in the act 
is sound and should be maintained. Otherwise, the possibility of balanced Fed- 
eral budgets for 1960—62 will be seriously jeopardized. 

As it now stands, the highway trust fund, which supplies the money for Fed- 
eral highway aid, will be short about $500 million in the current fiscal year, 
and over $2 billion for each of the fiscal years 1961 and 1962. 

This is a temporary situation which will be taken into account in a scheduled 
comprehensive review of the entire highway program due by the spring of 1961. 
At that time Congress will have available to it detailed official studies which 
will permit a more accurate determination of beneficiary responsibility for the 
costs and a more equitable tax plan will thus be possible. The recommendation 
we are making, therefore, is designed only as a solution of the temporary situ 
ation. 

The board of directors of the chamber recently gave thorough consideration, 
in light of the policy established by the membership, to the situation facing the 
highway trust fund and the alternative methods of financing the anticipated 
deficiency for the next few years. 

Repayable advances to the trust fund from the general fund were rejected 
because they would mean deficit financing. The issuance of a special class of 
bonds against the assets of the highway trust fund was similarly rejected be- 
cause that, too, would mean an increase in the national debt. 

With an objective of continuing the program on the Interstate System and 
at the same time promoting sound fiscal policies, our board recommends that 
taxes now assigned to the trust fund be increased, with a definite terminal date, 
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as fat as practicable toward the goal of providing the revenue necessary to make 
the fund solvent and the program be tailored to live within the revenue provided. 
I request that this letter be made a part of your current hearings. 


Cordially yours, 
CLARENCE R. MILEs. 


STATEMENT OF THE PENNSYLVANIA STATE CHAMBER OF COMMERCE BEFORE THE 
House WAYs AND MEANS COMMITTEE 


(Submitted by Penrose Hertzler) 


My name is Penrose Hertzler. I am an attorney in Pottsville, Pa. This 
statement, which I am submitting for the hearing record, represents the views 
of the Pennsylvania State Chamber of Commerce, an organization which I serve 
as vice president, and as transportation committee chairman. 

The Pennsylvania State Chamber is a federation of businessmen, with more 
than 4.200 members from all parts of the State, and from all types of business, 
plus 215 local chambers and 80 trade associations. It is the only statewiue bus- 
iness Organization in Pennsylvania representing all lines of business and in- 
dustry. 

Pennsylvania businessmen have a keen and direct interest in the comple- 
tion of the Interstate System. As highway users, they hope to reduce the time 
necessary to get from place to place; as merchants, they hope to reduce the ex- 
pense of transporting goods to their customers and from their suppliers; and as 
manufacturers they hope to reduce their costs of manufacture. 

In addiiton to the benefits accruing from the use of the Interstate System as 
a transportation network, Pennsylvania business will benefit from the enor- 
mous direct expenditures involved. To complete the 1,550 interstate miles 
allotted to Pennsylvania the Federal-Aid Act of 1958 authorizes the allocation 
to Pennsylvania of approximately $101 million for fiscal 1961. Because of our 
highly industrialized economy, a very high percentage of this money will be 
spent in Pennsylvania with Pennsylvania businessmen. 

Despite the obvious advantages to be derived from completion of the program, 
the Pennsylvania State Chamber is opposed to increasing the Federal tax on 
motor fuels, even if this stand implies a slowdown in the construction program. 
At the same time, we believe that the program should be held to a pay-as-you-go 
basis, and should not be financed by an inflationary increase in Federal debt. 

We point out that an increase of 114 cents per gallon in the Federal gas tax is 
an increase of 50 percent in a tax that is already a considerable burden on the cost 
of transportation by highway. Congress only last year removed the excise tax 
on the transportation of property, an action partly prompted by a desire to stim- 
ulate trade and industry. The proposed increase in fuel taxes would tend to 
place a new tax deterrent on that part of the transportation industry which uses 
the highways. 

It has been proposed by the administration that the tax increase be a temporary 
levy, for 5 years only. By then, the Congress will have had the benefit of the 
highway cost allocation study now being made by the Secretary of Commerce, 
and can establish a tax system which will distribute the burden equitably on the 
various beneficiaries of the system. We have two comments to make on this 
proposal. 

First, the cost allocation study will be available by January 3, 1961, only 18 
months away. To levy an increase of 114 cents on highway fuels at this time 
will, in large measure, tend to prejudge the results of the allocation study. The 
fuels levy would tend to ignore an important conclusion forecast by the Secretary 
of Commerce in the Third Progress Report, of March 2, 1959: “* * * the net 
— is the showing of very great benefits to others than the direct users of the 
ighways.” 

Second, the State chamber objects to any temporary solution of the financing 
problems of the trust fund which depends on the imposition of a temporary tax. 
Our experience with such taxes has been that they tend to become permanent, 
and that the program of expenditures tends to expand to the point where the tax 
is fully utilized on a permanent basis. If this should happen in highway financ- 
ing, the end result can only be that the role of the States in highway construction 
will be diminshed, as the role of the Federal Government becomes greater. 

The basis for the State chamber’s position can be summed up, I think, in a 
quotation from a letter on highway financing written by a member of the cham- 
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ber’s transportation committee, who also happens to represent a very large sup- 
plier of highway construction equipment. He writes, “We must not allow our- 
selves to become so enthused about highway construction that we lose sight of 
matters of more national importance. We would all certainly like to see the 
Interstate Highways System completed on schedule. If, however, ‘on schedule’ 
completion can be accomplished only by appropriating money which we do not now 
have, I believe that appropriations for fiscal 1961 should be limited * * 
(to funds available). 

The Pennsylvania State Chamber objects to any increase in the Federal tax on 
motor fuels, at this time, even if this necessitates a slowdown of the program. 


OHIO CHAMBER OF COMMERCE, 
Columbus, Ohio, July 23, 1959. 

Mr. Leo H. Irwin, 

Chief Counsel, House Ways and Means Committee, 

New House Office Building, Washington, D.C. 


Dear Mr. InwWIN: Attached herewith is a communication from the president of 
the Ohio Chamber of Commerce, Mr. Hugo H. Young, setting forth the position 
of the Ohio Chamber of Commerce with respect to current proposals for in- 
creasing Federal gasoline taxes. 

It would be very much appreciated if this communication of views in opposi- 
tion to current tax increase proposals could be made a part of the hearing record 
of the Ways and Means Committee. 

Respectfully, 
PAUL J, DAUGHERTY, Erecutive Assistant. 


OHIO CHAMBER OF COMMERCE, 
Columbus, Ohio, July 28, 1959. 

Hon. D. 

Chairman, House Ways and Means Committee, 

House Office Building, Washington, D.C. 


Dear Sir: We are advised that the Ways and Means Committee is currently 
considering the question of financing the present Federal highway trust fund. 

Our board of directors, broadly representative of Ohio industry and com- 
merce, and speaking for more than 5,000 member firms, wishes to be recorded 
at these hearings in opposition to any change in the present Federal gasoline 
tax already levied at 3 cents per gallon. Our organization is taking every action 
possible to oppose inflationary moves at this time. 

The Ohio General Assembly in the current session has recently imposed an 
additional 2-cent gasoline tax. This brings the total combined Federal and 
State levy to 10 cents per gallon in Ohio. 

Because these combined Federal and State highway use taxes have a very 
heavy impact on all Ohio highway users, both private and commercial, we earn- 
estly urge that the members of the Ways and Means Committee forego any 
change in the Federal gasoline excise tax rates. 

We believe that there are other alternatives available to the Congress in the 
field of budgetary economy which can provide improvements in the Federal 
Interstate Highway System without adding further Federal tax and ‘“cost-of- 
living” burdens at this time. 

On behalf of the business organizations in our membership as well as for 
numerous individual highway users, we earnestly urge retention of the Federal 
gasoline tax impositions at their present level. 

Very truly yours, 


Hvuco H. Youns, 


PROPOSED INCREASED GASOLINE TAx 


Statement of James J. Mahon, Jr., vice president and chairman, executive 
committee, Chamber of Commerce of Greater Philadelphia 


My name is James J. Mahon, Jr. I am vice president and chairman of the 
executive committee of the Chamber of Commerce of Greater Philadelphia, 
appearing in opposition to the proposed temporary increase in Federal gasoline 
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taxes from 3 cents to 4% cents per gallon, to be effective from fiscal 1960 through 
iscal 1964. 

: We do not favor the increase because we believe it is not needed. The Chamber 
of Commerce of Greater Philadelphia and its traffic and transportation council 
recognize the need for Interstate System construction, have a particularly 
heavy stake in it by virtue of the unique location of their territory in the system 
and have their own program for expansion of the system in Pennsylvania. We 
favor and support everything that is needed to make this program a reality in 
steel and concrete. 

We only oppose what is not needed to achieve this end. 

Pennsylvania occupies a unique location in the Interstate System. It can be 
the keystone of the system or its bottleneck. 

A glance at the map of the Interstate System will show that Pennsylvania’s 
location is strategically vital to the system. 

All traffic from the industrial heartland west of Pennsylvania seeking the 
shortest or the most economical route to an eastern seaport must travel in 
Pennsylvania. 

All of the major routes on the system will funnel traffic into Pennsylvania. 

Four routes entering Pennsylvania from the west will gather traffic from 74 
routes to deposit at Pennsylvania’s borders. Two from the south will bring 
traffic from 34 Interstate System routes, and 4 entering Pennsylvania from the 
east will gather traffic from 31 routes. All will be funneled into or through 
Pennsylvania. 

A 1958 study by the traffic and transportation council of the Chamber of 
Commerce of Greater Philadelphia into this aspect of the impact of the Inter- 
state System on Pennsylvania, not previously studied by either th State high- 
way department or the U.S. Bureau of Public Roads, shows that by 1970, the 
year of scheduled completion for the Interstate System, it will deliver to Penn- 
sylvania’s borders nearly 600,000 vehicles per day seeking to enter the State 
or to cross it. These vehicles are in addition to the traffic brought to Pennsyl- 
yania by the other highway systems and the locally generated traffic estimated 
at 100,000 per day. 

Pennsylvania is indeed the keystone of the Interstate System. It is in the 
pational interest as well as the local interest that the system in Pennsylvania 
be adequate. Inadequacy there will make it the bottleneck of the Interstate 
System. 

It will cause the greatest traffic jam in history. It will do violence to the 
objectives in the Federal Aid Highway Act of 1956 as well as to the economy 
of Pennsylvania. 

To assure proper development of the Interstate System in Pennsylvania, this 
chamber developed its own program, the highway-seaway program. It has 
been presented to Pennsylvania’s Highway Department, which has already 
acted on substantial parts of it. At the request of the U.S. Bureau of Public 
Roads this program with its supporting study has been placed in the Bureau’s 
library. A copy of this program is presented herewith as exhibit 1. 

In its support of this program to meet its highway needs, the Traffic and Trans- 
portation Council of the Chamber of Commerce of Greater Philadelphia will 
not oppose any measure necessary to insure its success. It will and does support 
whatever is necessary to the program. It is opposed to highway user charges 
which are not needed for this purpose. Reasons are multiple. 

Highway users are now burdened with sufficiently high costs. Combined 
Federal and State taxes consume a full third of the cost of fuel to the user. The 
other direct user charges, Federal and State, run the cost up. 

These same users bear also the manufacturers’ excises on new automobiles 
and the cost of the family car is a major item in every budget. Further taxes 
on lubricating oil, parts, and accessories impose on them a burden which in 
fiscal 1958 amounted to $3.5 billion in Federal excises of which only $2.1 billion 
was allocable to the highway trust fund. In other words the highway user is 
also a citizen and a consumer. 

A system of high quality limited access highways like the Interstate System 
does not only benefit highway users. It benefits the entire economy of the 
areas served. 

Hundreds of millions of dollars of industrial investment and greatly increased 
employment follow each opening of such a highway. Since the time of the open- 
ing of the Pennsylvania Turnpike the territory it serves has grown in popula- 
tion by 46,000 more people than the entire State of Pennsylvania. 
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This is not alone the highway user’s responsibility. Increased costs should 
be assessed against the highway user if needed for the success of the program, 
but only if needed. 

There is further reason why the Federal gasoline tax should not be increased 
unless necessary. That reason is that gasoline taxes are the backbone of the 
highway financing programs of the several States. They are a traditional 
source of State revenue, and each increase in the Federal tax impairs to some 
extent the taxing ability of the States. 

Increases in gasoline taxation are very much a part of the current picture of 
State financial needs. Two States, New York and West Virginia, have this year 
enacted increases. Five more States, Massachusetts, Missouri, New Hamp. 
shire, Ohio, and Oregon, have proposed increases pending. California and 
Connecticut have this year eliminated scheduled reductions of temporary in- 
creases, making them permanent. 

In addition to the action in these nine States, possible increases are being 
discussed in California, Pennsylvania, and Texas. Seven other States, Alaska, 
Arizona, Arkansas, Minnesota, Montana, Washington, and Wyoming, have also 
found it necessary to consider increased gasoline taxes, although they did not 
adopt them this year. 

The States still provide the bulk of all the highway funds in the Nation. In 
January of 1959 the Bureau of Public Roads’ claimed that according to its 
latest estimates, Federal funds will account for nearly one-third of all highway 
revenues in 1959. However, table 1, attached, abstracted from this report, 
shows that latest experience figures indicate the Federal share in a range from 
13 to 19 percent, with the States providing the balance. Figures higher than 
these percentages are preliminary estimates or forecasts. 

Table 2 shows that these estimates propose expenditure of substantially more 
funds than the Federal Government has made available for this purpose, with 
a billion dollar difference between the Public Roads and Treasury figures for 
calendar year 1959. It must be deemed that the estimates for this purpose are 
too optimistic and the States must still raise 80 percent of the highway funds, 
Table 3 sets forth the calculations used in converting to calendar years where 
these figures are not directly available. 

Clearly the Federal Government should enter the field of increased fuel tax 
rates in conflict with the needs of the several States only in case of clear 
necessity. 

Despite predictions of an immediately impending deficit in the highway trust 
fund which have been made and widely circulated, the necessity for immediately 
increased revenue in the form of a fuel tax rate increase is by no means clear. 
All such predictions are based on projections and these projections may well bear 
examination. 

Table 2 has already shown that there is no unanimity in the various estimates 
of those agencies responsible for the fund. Table 4 demonstrates that there is 
little consistency in the pattern used for projecting revenues. 

The Acting Secretary of the Treasury in March of 1959 predicted a yield in 
fiscal 1959 only 0.7 percent above fiscal 1958, apparently allowing for the 1958 
recession, which has now been characterized by the Department of Commerce as 
“unexpectedly light.’”’ In fact, as shown in table 2, this estimate had already 
been far surpassed before the projection was made. Revenues are projected 
upon too low a basis. 

All of the taxes earmarked for the highway trust fund are directly related to 
highway use, and highway use is reflected in vehicle-miles of travel. Although 
a declining rate of increase in vehicle registrations is often pointed out (table 
5), this declining rate does not reflect in highway use. 

Vehicle-miles traveled by all vehicles in the United States (table 6) have 
increased steadily, reasonably consistently, and heavily. The cumulative in- 
crease in vehicle-miles traveled in the latest 10-year period available amounted 
to 69.2 percent, or at the average rate of increase of 5.5 percent compounded 
annually. At a glance the increase seems to be less in the later years of the 
period, but the cumulative increase for the latest 5 years also bears out the same 
5.5 percent compounded rate of increase. 

This is the rate of increase of the direct measure of use which produces 
revenues for the highway trust fund. It is sufficiently far in advance of all of 
the counterbalancing factors in sight, such as diminished gasoline use per mile 
with the growing popularity of smaller automobiles, electric automobiles now 
in prototype stage, and others, as to completely outweigh them. 
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In addition, table 7 shows how the ranks of new drivers will swell the total 
during the period to be financed. From 1955 to 1960, 2,366,000 persons will reach 
18 years of age, an increase of 11.2 percent over the previous 5-year period. 
Between 1960 and 1965, this number will increase over 35 percent and the number 
of persons attaining age 18 in that period will exceed 3 million, becoming nearly 
4 million from 1970 to 1975. Each of these persons is a potential new driver of 
nearly 10,000 miles per year. 

In view of these factors, a reasonable rate of increase to project for trust fund 
revenues at present tax rates would be not less than 5 percent. This figure is 
conservative enough that there is little doubt in our minds that it will be sur- 
passed by experience. 

At the time of enactment of the Highway Revenue Act of 1956, it was the 
expressed expectation of this committee that appropriations in the Federal-aid 
primary, secondary, and urban extension (A, B, C) systems would level off at 
$900 million. Particularly in view of the current doubts about financing, it 
seems only reasonable that this expectation be honored, despite the fact that 
other and higher suppositions are now widely current. 

Computations in table 8 show that at a revenue projection based in a 5 percent 
growth rate and a leveling off of “ABC” appropriations and $900 million annually, 
there will be sufficient funds available in the highway trust fund to pay for the 
Interstate System in the time programed. Despite the threat of inflation, table 9 
shows that costs of construction in the Federal-aid highway systems are remain- 
ing stable, at least for the present. 

In the Highway Revenue Act of 1956 (70 Stat. 387) new and increased taxes 
were assessed, effective July 1, 1956. Section 209(c)(1) appropriated to the 
trust fund amounts equivalent to stated percentages of these taxes collected 
after June 30, 1956, and before July 1, 1972. Previously those taxes of this group 
which were in existence at their old rates were credited to the general fund of 
the Treasury under the Internal Revenue Code of 1954, and appropriations were 
made from the general fund for projects authorized under the Federal-Aid High- 
way Act of 1954. 

At that time these appropriations for uncompleted programs totaled $1,980 
million. These appropriations were made from the general fund. Revenues to 
pay for them were credited to the general fund, while the trust fund only received 
funds for taxes collected after July 1, 1956. 

Nevertheless, this carryover of nearly $2 billion was made a liability of the 
infant trust fund. Its existence as a charge against this fund is demonstrated 
by the abstracts in table 10 from the latest progress reports on the highway trust 
fund. 

It is a matter of simple arithmetic to demonstrate that, without this charge of 
$1.9 billion for projects for which the general fund received the revenues, the 
highway trust fund would face no short-term crisis. 

It is a matter of simple justice to point out that under existing circumstances 
the general fund should restore this amount to the trust fund rather than impose 
an increase in fuel taxes on highway users. 

It is a matter of simple calculation to show that such restoration could be 
made in installments over the same period for which a temporary increase in 
fuel taxes is proposed, fiscal 1960 through 1964, with no installment onerous 
enough to disturb the Federal budget in any year. 

If this be done, table 11 shows that short-term crisis in the highway trust fund 
can be averted and the Interstate System may be advanced at substantially the 
rate authorized in the Federal-Aid Highway Acts of 1956 and 1958. Such rela- 
tively small amounts of retardation as would be required could easily be made 
up thereafter, and would not be significant in the progress of the system. Table 8 
has shown that the fund will be completely self-sustaining thereafter at present 
tax rates. 

To sum up, a fuel tax rate increase is desirable if, but only if, necessary to 
completion of the program. It should be avoided if not needed because it con- 
flicts with the greater needs of the several States for the same revenues. If 
revenues at existing rates be projected on an adequate basis, and the charges 
restored to the trust fund which were assessed against it for projects for which 
the general fund received the revenues, and which restoration can be made in 
installments which will not materially effect future Federal budgets, an increase 
in the fuel tax rate is not needed either for the long-term program or for the 
short-term emergency. 

We urge and recommend that you do not adopt a fuel tax increase, but do 
authorize restoration to the highway trust fund of the $1,980 million properly 
chargeable against the general fund of the Treasury. 
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HIGH WAY-SEAWAY PROGRAM FoR DEVELOPMENT OF MAXIMUM SERVICE TO THE 
NATIONAL, STATE, AND LOCAL INTERESTS 


The Interstate and Defense Highway System has been established to serve 
the national interest. State and local needs may be provided for when those 
needs are compatible with National System requirements. 

These two facts must be kept in focus in order to differentiate between facili- 
ties which qualify for 90 percent financing by Federal funds and such other 
necessary local highways or expressways which cannot qualify for inclusion 
in the interstate highway program. 

Pennsylvania’s needs in the Interstate System are thus inseparable, for pur- 
poses of planning and justification, from the needs of the whole Interstate System. 

From that fact there emerges the inescapable conclusion that neither the local, 
State, nor National interest can be served by an approach to the problem which 
contemplates Only the local interest. 

Of the total, 178,000 will be crossing the western border and the turnpike 
and shortway will be expected to handle 159,000 of them ; 29,000 will be handled 
by the northwest extension from U.S. Route 20. On the eastern border, 279,000 
vehicles will cross daily; on the southeastern border, 86,000; on the central- 
south border, 23,000; and on the north boundary, 27,000. 

Four interstate highways from the West will carry traffic to the Pennsylvania 
border from 74 Interstate System routes. Two interstate highways from the 
South will bring traffic to Pennsylvania’s southern border from 34 Interstate 
System routes. Four interstate highways from the East will bring traffic to 
Pennsylvania's border from 31 Interstate System routes. 

In addition to this vast flow of traffic on the Interstate System, more thousands 
unquestionably will be poured into Pennsylvania by primary Federal highways 
not a part of the Interstate System. 

Besides the foregoing, the volume of intrastate traffic to be handled will be 
tremendous. 

With the volume of traffic thus indicated, there appears to be a question with 
which the Federal Bureau of Public Roads, the State highway department, and 
all Pennsylvanians should be concerned: Is planning for the Interstate System 
in Pennsylvania adequate to prevent an acute system bottleneck such as would 
defeat national objectives? 

It is unequivocally stated that success of the Nation’s system and attainment 
of its objectives will depend upon the adequacy of interstate facilities in Penn- 
syivania. Giving full consideration to the volume of traffic indicated for system 
handling in Pennsylvania, it appears that presently designated routes will be 
inadequate and a bottleneck will result. 

It becomes apparent, therefore, that the national interest requires: 

1. That the possibility of the keystone of the Interstate System becoming 
a bottleneck be eliminated by: 

(a) Recognition on the part of the Federal Bureau of Public Roads 
of the character, scope, and urgency of the problem ; 

(b) Implementation of such recognition by designation of new routes, 
approval of expanded construction programs, and apportionment of 
funds to carry them to completion. 

2. Revision of estimates and expansion by the State highway department 
of plans for routes within Pennsylvania adequate to complete service of the 
national interest. 

3. Establishment by the State highway department of a schedule of con- 
struction such as will insure availability of adequate funds in accordance 
with the priorities of needs. 

It necessarily follows that if the Nation is to make the Keystone State the 
keystone of a successful Interstate Highway System, the Commonwealth is 
justified in contending for highways which will prevent local economic hard- 
ship. It should insist upon facilities within the State adequate to our transpor- 
tation needs, while declining to serve merely as a transstate conduit. One goal 
should be a system of highways that will help Pennsylvania realize its own 
untapped economic potential. Such a position is compatible with concepts 
embraced in the Federal act creating the system. 

The avewed and explicit purpose of the Interstate System is to connect, “as 
direct as practicable,” principal metropolitan and industrial centers. There is 
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implicit in the déclared “defense” needs and the character of objectives, the 
necessity for linkage of interstate highways to seaways. 

Pennsylvania is the greatest industrial center; it is third in the Nation in 
population; it is one of only two States having both an important Great Lakeg 
port and a great seaport; it has the second and third largest metropolitan 
centers of the eastern seaboard States; it has the second and third largest in- 
dustrial centers of the eastern seaboard States; it has the greatest sources of 
industrial raw materials of any of the eastern seaboard States, and it has the 
greatest industrial potential, for both peacetime and defense purposes, of any 
of the eastern seaboard States. 

Besides the State’s two great metropolitan centers, it has numerous industria] 
concentrations in almost every part of the State making important contribv- 
tions to the Nation’s peacetime economy and forming bulwarks in defense pro- 
duction. Their potentials for even greater contributions are tremendous. 

Pennsylvania affords access to shipping facilities and sealanes to all parts 
of the world. The port of Philadelphia handles more tonnage than any other 
port. Its capabilities are yet to be realized. In terms of time, distance, and 
cost, it has more to offer most shippers on the Interstate System than any other 
Atlantic port. It is indispensable to the entire region’s industrial and com- 
mercial complex. 

It is urgently important, therefore, that the governmental agencies responsible 
for success of the Interstate System keep these factors in proper perspective. 

The Chamber of Commerce of Greater Philadelphia has engaged in a compre. 
hensive study of the problems. 

Facts have been assembled. 

Economie data and projections have been gathered. 

Plans and schedules have been reviewed. 

The Interstate and Defense Highway System, the Federal act creating it, 
and its implementing forces were analyzed. 

Ponderables and imponderables were considered. 

This effort has led to the conclusion that the Interstate System in Pennsylvania 
should be expanded in order to prevent our State from becoming a bottleneck 
in the National System and to insure against harmful effects to the economy of 
our State. 

It is proposed, therefore, that as a minimum the Interstate and Defense High- 
way System in Pennsylvania be expanded to embrace the following: 

1. Widening of the Pennsylvania Turnpike to six lanes from the Ohio 
State line to the Delaware River bridge interchange. 

2. Designation of the northeast extension of the Pennsylvania Turnpike 
to the Interstate System and redesignation of its name to Penn-Can so that 
the southern terminus of the Pennsylvania-Canada Highway will be in 
Pennsylvania. 

3. Extension of the Northeast Turnpike southward to connect with other 
units of the Interstate System serving Greater Philadelphia. 

4. A 5-mile loop connecting Cobbs Creek Expressway with the Schuylkill 
Expressway. 

5. A 10-mile loop beginning at a point on the Delaware Expressway in 
northeast Philadelphia and effecting linkage with extension of the North- 
east Turnpike, Tacony-Palmyra Expressway, Schuylkill Expressway, and 
Midcounty Expressway. 

6. The Tacony-Palmyra Expressway in Philadelphia from the 10-mile 
loop to the Tacony-Palmyra Bridge. 

7. Extension of the Schuylkill Expressway to Erie, Pa., and Buffalo, N.Y. 

8. Widening of the Keystone Shortway to six lanes between the Williams- 
port and Lockhaven interchanges. 

9. The Crosstown Boulevard in Pittsburgh. 

10. A route from Pittsburgh to Brookville in the Allegheny Valley. 

The attached table of routes and schedules, by segments, set forth proposed 
timetables for those projects. 

It will be noted that provision has been made to widen the turnpike to 
six lanes. The volume of traffic to be poured into the State, as previously noted, 
will require this additional capacity. 

In order to get an apportionment of Federal 90—percent funds for this accom- 
plishment, and to let contracts for construction within the period defined for 


Di 


Gee 
= 
; 
4 


HIGHWAY FINANCING PROGRAM 437 


completion of the Interstate System, it will be necessary to retire all turnpike 
ponds by 1967. Several plans for such retirement have been suggested and 
are now under study. Specific recommendations should be forthcoming at an 
rly date. 
“Tmplementation of this expanded program will require prompt action. 
Among the steps envisioned are: 
1. Submission to the Federal Bureau of Public Roads by the State highway 
department of proposals: 
(a) For designation of new routes to the Interstate System ; 
(b) For revision of estimates of cost of expanded system ; 
2. Preparation of data and presentation to be made to Federal bureau justi- 
fying expansion program in terms of the national as well as the local interest. 
8. Establishment of design and construction schedules keyed to equitable use 
of available funds in accordance with needs and uniform progress of the 
system as provided by the Federal Highway Act of 1956. 
4. Bnactment of legislation necessary to free turnpike of tolls in 1967. 


Proposed construction start table for Interstate System in Pennsylvania 


Completed design 
Project Begin con- 
struction 


Preliminary 


Delaware Expressway: 
Lombard St. south 
Lombard St. to Girard Ave--_- 
Girard Ave. to Cottman St_--.-- 
Cottman St. to city line 
Industrial Highway, U.S. 1: 
Schuylkill Expressway: Entire project 
Vine St. Freeway: 
Schuylkill Expressway to 15th St 
Continuation to Delaware Bridge 
Lombard Street Expressway 
Mid-County Expressway 
Cobbs Creek Expressway 
&mile loop 5 
Northeast Freeway 5 
Tacony-Palmyra Expressway 
Northeast Extension, Pennsylvania Turnpike (1, designate on 
Interstate System; 2, designate as Penn-Can Expressway) *_- 
Extension to Philadelphia via Schuylkill Expressway 
Keystone Shortway: 
Stroudsburg bypass (also serves Penn-Can) 
Brook ville bypass 
Cecadsbers to Northeast Extension, Pennsylvania Turn- 
pike 
Northeast Extension, Pennsylvania Turnpike to U.S. 309. 
U.S. 11 to Pennsylvania 42 
Pennsylvania 42 to U.S. 15_. 
U.S. 15 to U.S. 220 


53 

Pennsylvania 53 to Pennsylvania 153 - - 

Pennsylvania 153 to U.S. 219 

U.S, 219 to Pennsylvania 36 

Pennsylvania 36 to Pennsylvania 68 

Pennsylvania 68 to Pennsylvania 8 

Pennsy]vania 8 to Ohio State line 
Penn-Can Expressway: 

Tannersville to Seranton. 

Scranton to U.S. 11 

U.8. 11 to Pen vania 547 

Pennsylvania 547 to New York State line 
Pennsylvania Turnpike, 2 new lanes: 

Ohio State line to Somerset interchange 

Somerset interchange to Carlisle interchange 

Carlisle interchange to Bridge interchange 
Northwest extension: 

Ohio State line to Pennsylvania 89-__ 

Pennsylvania 89 to New York State line 
Anthracite Expressway (see note): 

Maryland State line to U.S. 30 

U.8. 30 to Pennsylvania 74 


See footnotes at end of table, p. 438. 
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Proposed constriction start table for Interstate System in Pennsylvania—Con, 


Completed design 
Project Begin con. 
Struc 
Preliminary Final 
Anthracite Expressway (see note)—Continued 
Pennsylvania 74 to Pennsylvania canes Carlisle in- | 
terchange (3) 1960 1961 
Carlisle interché to “Pennsylvania (3) 1961 1962 
U.S. 209 to U.S. 11 (3) 1963 1964 
U.S. 11 to ennsylvania ~ a (3) 1964 1965 
P ennsy lvania 42 to Pennsylvania 29 ____-_-----___-_ (3) 1965 1966 
Pennsylvania 29 to U.S. 6-U.S. (3) 1966 1967 
U.S. 6-U.S. 11 junction to U (3) } 1967 1968 
U.S. 106 to New York State (3) | 1968 1969 
(3) (3) | (4) 
Cumberland Expressway: 
Pennsylvania Turnpike to U.S. 30._........ (3) (3) | (4) 
U.8. 30 to Maryland State line.................. (3) (3) (4) 
U.S. 40, turnpike west: | | 
1959 | 1960 | 1961 
U.S. 30 Pennsylvania Turnpike- (3) } (3) 1959 
Pittsburgh, -S. 40 connection 1959 1961 | 1962 
Allegheny Parke (3) | (3) (4) 
Erie-Pittsburgh Thruway: } 
Erie to U.S. 20-Pennsylvania 98 junction. ___ | (8) | 1959 1960 
U.S. 20-Pennsylvania 98 junction to U.S. 6 north. = (3) 1960 | 1961 
U.S. 6 north to U.S, (3) 1961 1962 
U.S, 322 to U.S. 62__ | (3) 1962 | 1963 
U.S. 62 to U.S. 422 pene. (3) | 1963 1064 
U.S. 422 to Pennsylvania (3) | 1964 1965 
Pennsylvania Turnpike to Pittsburgh-_ (3) 1965 1966 
Pittsburgh to Alleghany : (3) 1960 1961 
Schuylkill extension: § | 
Schuylkill Expressway to Pennsylvania 100 1961 1963 1964 
Pennsylvania 100 to Reading_____ 1961 1963 1964 
Reading to U.S, 22 | 1962 1964 1965 
U.S. 22 to Pennsylvania 209... 1962 1964 | 1965 
Pennsylvania 209 to U.S. 11__._.______- tinwsipaeBiece | 1962 1964 1966 
U.S. 11 to Pennsylyania 44 x 1963 1965 1967 
Pennsylvania 44 to Sharon- Stroudsburg Expressway - 1963 1965 | 1968 
Sharon-Stroudsburg Expressway to Pennsylvania 144 | 1962 1963 1964 
Pennsylvania 144 to P eansy 1962 1964 1965 
Pennsylvania 555 to U.S. 120 | 1963 1965 1966 
U.S. 120 to U.S. 6 Ja Seiten 1964 1966 1967 
U.S. 6 to New York State line___- 1964 1966 1967 
Bradford-Erie ay: 5 
Bradford to U.S. 62____.__-.--..- } 1962 1964 1965 
U.S, 62 to 1963 1965 1966 
Pennsy lvania 27 to P 1963 1965 1967 
Ivania 8 to U.S. 1964 1966 1968 
U.S. 19 to Erie____- 1964 1966 1969 
Pittsburgh Crosstown Boulevard: 5 
Allegheny River Expressway to Ohio St__._.._....._____. 1963 1965 1967 
Ohio St. to Ridgeway St. (bridge)... 1963 1966 1967 
Ridgeway St. to Boulevard of the Allies........._______- 1964 1966 1967 
Allegheny River Expressway: 
Interstate 34 to Pennsylvania Turnpike_________.__.____-- 1962 1964 1965 
Pennsylvania Turnpike to Pennsylvania 356._____________ 1963 1964 1966 
Pennsylvania 356 to U.S. 1964 1965 1967 
U.8. 422 to Pennsylvania 600... 1965 1966 1968 
Pennsy lvania 839 to Brookville bypass 


1 Partially completed. 
2 Partial. 

3 Completed. 

4 Under construction. 


' Additions to Interstate Highway System proposed by Streets and Highways Committee of Chamber 
of Commerce of Greater Philadelphia, 


Note.—Preliminary design plans for the entire Anthracite Expressway have been submitted to the 
U.S. Bureau of Public Roads for more than a year with no action and are officially described as bogged down. 
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Interstate System Highways average daily flow across Pennsylvania borders 


Highway 1952 1957 (esti- 1970 (esti- 
mate) mate) ! 


U. 


4 22, 500 25, 000 
4 
USS. 


22 and Ohio Turnpike 50, 000 58, 000 
2 , 12, 500 15, 000 


Total, west 85, 000 98, 000 


South: 
U.S 10, 000 

7, 500 
30, 000 
47, 506 


. land New Jersey Turnpike 


144, 000 


9, 000 
6, 000 


Total, north 


Grand 267, 500 


! Growth rate at the very conservative rate of 3 percent annually is assumed. Historically every new 
limited aecess highway has generated altogether new traffic. Range of so-called facility increases are from 
10 to 200 percent immediately after opening. However, the low 10 percent rate has only been generated 
by such disastrously located facilities as the West Virginia Turnpike, and the lowest increase generated 
normally is 30 percent. A*cordingly, a 30 percent increase is assumed in 1970 for all of these roads except 
U.S. 46 where due to a presently underdeveloped character a 40 percent growth has been assumed. 


Source: U.S. Department of Commerce traffic flow map of the United States, 1952, by projection. 


‘ 
On, 
West: | 
111, 000 er. 
29, 000 
| 12, 000 23, 000 
9, 000 17, 000 
36, 000 | 69, 000 
57, 000 | 109, 000 
Fast: | 
70, 000 81, 000 155, 000 
U.S 35, 000 42, 000 81, 000 
U8, ¢..... 7, 500 9, 000 17, 000 
Total, 122, 500 279, 000 
15, 000 | 27, 000 
314, 000 | 593, 000 
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ADDITIONS TO THE INTERSTATE HIGHWAY SYSTEM IN SOUTHEASTERN 
PENNSYLVANIA PROPOSED BY THE STREETS AND HIGHWAYS COMMITTEE 
OF THE CHAMBER OF COMMERCE OF GREATER PHILADELPHIA 


Northeast Extension 
«Pennsylvania Tpke. 


10 Mile, L6op 


me, 


H}/ Hh 

PHILADELPHIA 


“4~Vine Street Freeway 


Lombard Street 


mms PRESENTLY DESIGNATED SYSTEM 
PROPOSED ADDITIONS 


U.S. 


TABLE 1.—Distribution of highway costs 


Amounts in millions of dollars Percent distribution 


882 | 1,426 2, 985 

State, county and local: 
Highway-user imposts 3,967 | 4,125 4, 353 
316 359 402 450 


1,398 | 1,363 1, 469 
215 229 86 177 


6,778 | 7,502 9, 434 
1,439 | 1,099 1, 339 


8,217 | 8,601 10, 773 


Nore.—Federal and State data are for calendar years; local data for varying fiscal years. 


EES Semmes of Commerce, Bureau of Public Roads, table HF-1, preliminary, December. 


‘ 
1kill / 
/ 5 Mile : 
Mid-County Loop™y 
Expressway” g Af if} Tacony-Palmyra 
Cobbs (il) Expressway 
Creek 
| 
1 Delaware Expressway 4 
Source 1958 1958 
(prelim-| 1959 (prelim-| 1959 
1956 1957 | inary | (fore- 1956 1957 | inary | (fore- 
esti- cast) esti- cast) _ 
mate) mate) 
13.0] 190] 26.9] 31.6 
58.6] 55.0| 49.3] 46.2 
4.7 4.8 4.8 4.7 neo 
"roperty taxes and general rev- 
2.6] 181] 168] 156 
3.1 3.1 2.2 1.9 
Grand total revenues..........| | 1000) 100.0} 10.0) 100.0 
Grand total receipts. ......--- 
= 
Bear 
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TABLE 2.—Who is. calculating? And for what purpose? Comparison of 1959 
estimates of Federal highway funds by Acting Secretary of the Treasury and 
by Bureau of Public Roads 


{Millions of dollars] 


| By Acting Secretary of the Treasury ! 
Year Fiscal year | By Bureau of Public Roads 
year 
Excise taxes \Inter-| Total 
| est 
| | | | 
1958 2,116 | 2,134 | Prelimin: ary estimate. 2, 275 
1959- Estimate_...... 2,130 138 2,143 | Estimate-.._.- 41,879 | Forecast. 


! Financial conditions and results of the operation of the highway trust fund, fiscal year 1958, H. Doe. 92, 

86th Cong., Ist sess., reporting that amounts in the fund under existing legislation will be in: ade quate, 

2 Table HF-1, prelir ninary, December 1958, U.S. Department of Commerce, Bureau of Publie Roads, 
BPR-59-1, estimating that Federal funds will account for nearly 4 of all highway revennes in 1959. 

8 Federal tax collections, calendar year 1958, U.S. Treasury Department, Internal Revenue Service, 
Publication No. 422 (3-59). 

4 Assuming same rate of increase (25.3 percent) in 2d half of calendar year 1959 as occurred in corresponding 
period in 1958, calculated as follows: 


Actual excise receipts Ist half fiscal 1, 209 


TaBLeE 3.—Ezcise collections for highway trust fund, calendar 1958 


[Millions of dollars] 


Breakdown by months, 1st half, 1958 :* 


Yield, second half calendar, 


1 Source: U.S. Treasury Department, Internal Revenue Service Publication No, 422 
—59 


). 
2 Source: Tax Foundation, Inc., “Facts and Figures-on Government Finance,” 10th 
ed., 1958—59 ; from Depa rtment of Commerce and Treasury Department. 
# Or 3.21 percent higher. 


Estimated receipts (2d half fiscal) Ist half calendar 
Bees.” : Estimated receipts, 2d half calendar 1959 (25.3 percent 
— 
965 
1, 209 
2, 116 
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TABLE 4.—Analytical comparison highway trust fund receipt estimates 


{Dollar figures in millions] 


House Ways and Means Com- Acting Secretary of Treasury 

mittee (1956) (1959) If pro- 

| 5-percent 


Fiseal year | Increase over prior | Excise Increase over prior | increase 
Estimate only, experience 


year receipts | year from actual 

| 


! Amount Percent Amount Percent 


0.7 
4.1 
3.3 
3.7 
2.2 
2 2.5 
2.8 2, 557 65 2.6 2, 979 
2.9 2, 624 67 2.6 3, 128 
2.7 19% 2.6 28 
2.5 7 2.6 
2.4 2.6 | 
2.1 2.6 
GES 2.5 2.7 


1 Actual. 
2 Change in rates renders not comparable. 
3 Late collection estimates not increased. 


TABLE 5.—Increases in vehicle registrations exceed 8 percent annually 


Increase 
7 over prior 
Year: year (percent) 


1In view of automotive sales in the lst quarter of this year, it seems possible that the 
declining rate of increase in total registrations may be reversed in 1959 


Source: U.S. Department of Commerce, Bureau of Public hand BPR 59-12. 


TABLE 6.—Growth of vehicle-miles of travel in United States exceeds 5.5 percent 
per year 


{Annual total vehicle-miles of travel in United States, in millions] 


Passen- Buses Percent 

ger cars 
280, 597 4, 053 56,230 | 340,880 |.........- 
300, 440 4, 251 66, 203 370, 894 8.8 
341, 498 4, 252 78, 711 424, 461 6.7 
363, 613 4, 081 90, 522 458, 246 8.0 
410, 187 4, 334 ,060 | 513, 581 4.6 
435, 351 4, 449 104, 633 544, 433 6.0 
450, 605 4, 408 105, 844 560, 857 3.0 
as 487, 540 4, 507 111, 387 603, 434 7.6 


NotEe.—Cumulative 10-year increase, 1947-56, of 69.2 percent is 5.5 percent compounded annual increase, 
Source: U.S. Bureau of Public Roads. 


| 
| 
| 
| | | 
75 1958 1, 986 | (2) | (2) 12,116 2 (2) 12,116 + ee 
85 195: 
196) 
2, 19 
193 
1% 
e, 196 
1M 
1% 
10 
197 474 
3 
9 1 97 
197 
9 | 
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TaBLe 7.—Estimated and projected average annual number of persons reaching 
age 18 


[In thousands] 


Male Female Percent 
increase 


1,076 
1, 201 
1, 628 
1, 935 
2, 028 


Note:—All of these people are now alive. They represent permanent additions to the number of the 
Nation’s drivers. 


Source: ‘‘Current Population Reports Population Estimates,” series P-25, No. 187, U.S. Department of 
Commerce, Bureau of the Census. 


TABLE 8.—Projection of highway trust fund assuming 5-percent growth in 
collection rates with ABC systems leveled off at $900 million 


[In millions of dollars] 


FISCAL YEAR RECEIPTS LESS REGULAR “ABC” ALLOCATIONS AVAILABLE FOR 
INTERSTATE SYSTEM 


743 
809 
1, 043 
1, 197 


900 
875 
900 
900 
900 147, 673 
900 


S| 


& 


1 Includes $39,000,000 interest 1957 through 1960. 
Nore.—Current estimated cost of Interstate System is $33,952,000,000. 


TABLE 9.—Cost of Federal aid highway construction is remaining stable 


[Composite price index (1946=100) ] 


‘Ist quarter, 1958_ 
2d quarter, 1958 
3d quarter, 1958 
4th quarter, 1958 
ist quarter, 1959. 
Source: U.S. Department of Commerce, Bureau of Public Roads, BPR 59-9. 


— Period 
_ 1, 570 3, 198 35.2 
Actual, 1957. ........... | 739 3, 284 
Actual, 12, 134 1, 825 |} 448 
141. 6 
--- 139.2 
--- 141.6 
: 


{Millions of dollars] 
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Tas_E 10.—Status of Federal highway funds 


Interstate System 


Primary, secondary, and 
urban 


Under-| Com- | Total | Under-| Com- | Total 
way | pleted! way | pleted! 

2,070 800 2, 870 1, 060 1, 889 2, 949 314 48 362 
PO bi cekiteiceten 44 38 82 23 36 59 9 7 16 
J. | te 2,114 838 2, 952 1, 083 1, 925 3, 008 323 55 378 
141 18 159 33 68 101 —2 5 3 
Mart. A 2, 255 856 3, 111 1, 116 1, 993 3, 109 321 61 5 382 
, ee 533 46 579 84 24 108 8 10 18 
Agr GD: GRR icc ccnwignien 2, 788 902 3, 690 1, 200 2,017 3, 217 329 71 400 
718} 102| 140| 28] 15| 2 37 


3-month total.......-- 


1 Includes completed projects authorized prior to July 1, 1956. 


2 U.S. Department of Commerce, Bureau of Public Roads, BP R-59-4. 
3 U.S. Department of Commerce, Bureau of Public Roads, BP R-59-5. 
4 U.S, Department of Commerce, Bureau of Public Roads, BP R-59-8. 


5 Discrepancy in rounding. 


TABLE 11.—Short-term projection highway trust fund, assuming restoration of 


U.S, Department of Commerce, Bureau of Public Roads, BPR-59-11. 


incorrectly imposed’ charges 


[Millions of dollars] 


Estimated 
revenues 


Available for 
Interstate 
System 


Less primary, 
secondary, 
and urban 
allocations 


Restore from 
general fund 


Total for 
Interstate 
System 


Interstate 
authoriza- 
tion 


2, 338 1, 197 1, 141 
2, 450 9200 1, 550 
2) 573 875 1, 698 
2,7 900 1, 802 


3639 


1, 937 


520 2, 300 
750 2, 300 
302 2, 000 
198 2, 000 

2, 000 


8, 767 


10, 600 


highway trust fund to the amount of $1,980 million, 
2 At 5 percent rate of growth annually (table 8). 


Hon, D. MIL1s, 

Chairman, House Ways and Means Committee, 

House Office Building, Washington, D.C.: 
California State Chamber of Commerce desires to be recorded at the July 22 


hearings as opposed to increased gasoline tax proposals. 


unneeded, and unjustified. 


% Balance in the fund at June 30, 1959 (H. Doc. 92, 86th Cong., 1st sess.). 


1 At time of creation of the highway trust fund (70 Stat. 397) amounts were appropriated to it equivalent 
to stated percentages of particular taxes collected after June 30, 1956, and before July 1, 1972. Outstanding 
authorizations carried over from prior appropriations against the general fund of the Treasury, out of taxes 
credited in those years to the general fund, but on which work was not completed were charged against the 


San Francisco, CauiF., July 13, 1959. 


JAMES MUSSATTI, 
General Manager, California State Chamber of Commerce. 


They are unnecessary, 


a 
1959 
Bo 
| 
are 
_ 
2, 500 
2; 500 
2, 200 
2, 200 
12, 900 4, 772 1, 78 | 11, 600 
3 
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Sart LAKE July 2, 1959. 
Hon. Wiisur D. MILLs, 

Chairman, Ways and Means Committee, 

House Office Building, Washington, D.C.: 

We wish to go on record as petitioning the Congress to provide the funds 
necessary for carrying forward the highway construction program inasmuch 
as the highway construction industry, engineers, and planners are geared to 
sarry the program forward. We understand unless special appropriation is 
made, shortages in the highway trust fund will prevent regular appropriations 
for fiscal years ending July 1, 1961, and July 1, 1962. We feel appropriations 
should be obtained from the general fund and not from additional taxes upon 
highway users. 

Gus P. BACKMAN, 
Secretary, Salt Lake City Chamber of Commerce. 


STATEMENT OF FRED H. SEXAUVER, CHAIRMAN, New YorK STateE HigHway 
CONFERENCE, INC. 


Gentlemen, my name is Fred H. Sexauer. I am chairman of the New York 
State Highway Users Conference, Inc., a conference of organizations that repre- 
sent the automotive trades, commercial buses, commercial travelers, distribu- 
tors, farm organizations, petroleum organizations, and truck organizations, 

Among the purposes of our conference is that to promote sound public policies 
of highway use, development, safety, taxation, finance, and administration. The 
adoption of the program and policies of the conference require the ratification by 
all of the members. In other words, the program and policies of the conference 
are the result of the unanimous consent of its members. 

As basic principles of highway financing, the New York State Highway Users 
Conference maintains that: 

A. All revenues derived from motor vehicles should be used for highway 
purposes only and ear tagged for such purposes. 

B. In accomplishing this objective, current revenues derived from motor 
vehicles should be dealt with under a plan which will progressively bring 
to an end, within a reasonable time, any use of them for other than highway 
purposes. 

C. An impartial determination should be made as to the equitable sharing 
of highway costs by highway users and other beneficiaries of expenditures 
for streets, roads, and highways. 

Note.—The term “highway purposes” as set forth in point A above is in- 
tended to include the cost of administering laws, providing for the collection 
of highway user taxes and fees, statutory refunds and adjustments provided 
therein, payment of highway obligations, cost of construction, reconstruction, 
snow removal, maintenance and repair of public highways and bridges, and 
expense of State enforcement of traffic laws. 

Under the terms of the Federal-Aid Highway and Highway Revenue Acts 
of 1956, the entire proceeds of the 3-cent-per-gallon Federal tax on motor fuels, 
together with certain specified percentages of the proceeds of various other 
Federal automotive excise taxes, are earmarked for the Federal highway trust 
fund established to finance the expanded highway program. 

The New York State Highway Users Conference urges: That there be no 
increase in present rates of the Federal automotive excise taxes (including 
the Federal tax on motor fuels) levied upon highway users and earmarked, 
in whole or in part, for the Federal highway trust fund. 

In accordance with the policies adopted by the New York State Highway Users 
Conference, Inc., I urge the honorable members of this committee to reject 
any proposal that includes an increase in the Federal gasoline tax. 

I thank you for your courtesy in granting me the opportunity to make this 
presentation. 


STATEMENT OF JAMES N. KEEFE, CHAIRMAN, MASSACHUSETTS HIGHWAY USERS 
CONFERENCE 


The Massachusetts Highway Users Conference respectfully requests that 
it be recorded as very strongly opposed to any further increase in existing 
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rates of the Federal tax on motor fuels or any of the other Federal automotive 
excise taxes, 

The conference has taken this position, by unanimous vote of 24 statewide 
affiliated organizations representing virtually all segments of highway trans- 
portation and many thousands of owners and operators of motor vehicles of 
all types registered in Massachusetts. 

The official policy of the Massachusetts Highway Users Conference on this 
issue, as Contained in its current printed program, is quoted as follows: 

“This Federal-Aid Highway Act of 1956 provides that the entire proceeds of 
the 3-cent-per-gallon Federal tax on motor fuels, as well as certain specific 
percentages of the proceeds of various other Federal automotive excise taxes, 
shall go into the Federal highway trust fund. 

“As a consequence, highway users at present are not only being required 
to pay for the entire cost of the expanded highway program, but are also con- 
tributing billions of dollars besides to the general fund via other levies on 
motor vehicles and parts which are not dedicated to the highway trust fund. 

“The Massachusetts Highway Users Conference therefore strongly recom- 
mends: 

“(1) That there should be no increases in existing rates of Federal automotive 
excise taxes levied upon highway users and dedicated, in whole or in part, 
to the Federal highway trust fund. 

“(2) That upon completion of the expanded Federal-State highway program, 
as provided in the Federal-Aid Highway Acts of 1956 and 1958, all Federal 
automotive excise taxes, plus the Federal highway use tax (on vehicles of more 
than 26,000 pounds) be forthwith repealed.” 

In this connection, we think it well to point out that the Nation’s highway 
users—in addition to paying all of the $2 billion-a-year-plus in special taxes 
dedicated to the highway trust fund, as well as the $1.5 billion more per year 
in other automotive taxes still going into the general revenues—are also paying 
all the other kinds of taxes, both general and speecial, that all other citizens 
must pay to all levels of government. 

And we respectfully call attention to the fact that the Congress, seemingly 
recognizing the inequity of this situation, specifically provided, in section 210 
of the Federal Highway Act of 1956, for a study to gather “information on the 
basis of which it may determine what taxes should be imposed by the United 
States, and in what amounts, in order to assure, insofar as practicable, an 
equitable distribution of the tax burden among the various classes of persons 
using the Federal-aid highways or otherwise deriving benefits from such high- 
ways.” [Italic added.] 

The third progress report of this highway cost allocation study has been sub- 
mitted to the Congress by the Secretary of Commerce and finds that “there exists 
a formidable array of direct and indirect benefits [again, italic added] resulting 
from Federal-aid highway improvements, in addition to benefits resulting from 
actual use of such highways * * * What seems significant is that there are real 
and extensive beneficiary groups other than highway users as such, that reap 
the advantages of highway improvement; and that the total magnitude of these 
benefits is great.” 

Because of the importance of the facts already developed by this study, and 
their essentiality to a fair determination by Congress of “an equitable dis- 
tribution of the tax burden (of federally aided highways) among the various 
classes” of beneficiaries, we maintain that any further increase in Federal taxes 
on highway users should at least await the final report scheduled to be sub- 
mitted on January 3, 1961. It is clear that any prior action would nullify, to a 
measurable degree, the results of this much-needed and long-awaited study. 

And while on the subject of the benefits derived from highways, we cannot 
overlook the fact that highways are vital to the defense of the country, as well 
as its economy; that it is for these reasons, among others, that Congress has 
always recognized the obliagtion of the Federal Government to contribute to- 
ward the cost of highways out of the general revenues. As to the defense as- 
pect, it was Congress itself which designated the Interstate System as the 
“National System of Interstate and Defense Highways.” 

Surely, in a matter of such magnitude and concern to the whole country as 
the pattern to be laid down for future financing of the Federal-aid highway 
program, Congress will be in no mood to act hastily or before it has obtained 
and had time to ponder carefully all essential data bearing upon the situation, 
including the final report of the highway cost allocation study. 
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The present dilemma, though serious, does not, after all, constitute a crisis 
of such proportions as to preclude a satisfactory, temporary solution for the 
next year and a half, without increased taxes, pending submittal of the results 
of this study and the drafting of appropriate long-range plans of financing. 
Workable alternatives include the suspension of the Byrd amendment to the 
Federal-Aid Highway Act of 1956 and appropriations from general revenues, 
This could be done in the form “repayable advances,” as authorized in the 1956 
act itself, or in the form of short-term bonds chargeable against future receipts 
of the Federal highway trust fund. 


ALABAMA Higuway Users CONFERENCE, 
Montgomery, Ala., July 21, 1959. 

Hon. Wiisur D. MILLs, 

Chairman, House Ways and Means Committee, 

Washington, D.C. 


Dear CoNGRESSMAN Mitts: As chairman of the Alabama Highway Users Con- 
ference composed of some 28 highway user organizations throughout the State 
of Alabama, I respectfully express our organization’s complete opposition to 
any Federal gasoline tax increases as proposed by H.R. 7963 and H.R. 7939. 

This organization has recently gone on record as being opposed to any in- 
crease in highway user taxes. We feel that other means of financing should 
be considered until such time as the highway financing study is completed. 

Thank you for your consideration of our viewpoint on this most important 
matter. 

Sincerely, 
J. Ernest LAMBERT, 
Chairman, Alabama Highway Users Conference. 


STATEMENT PRESENTED BY Harry J. Coor, SENIOR VICE PRESIDENT OF THE 
GrorGE Corp. 


My name is Harry J. Cool. I am senior vice president of the George Hall 
Corp. which operates as a wholesale distributor of Standard Oil of California 
products throughout eight counties of northern New York, located in the 
Onondaga, St. Lawrence and Champlain Valleys. I am also president of the 
Empire State Petroleum Association, Inc., the only association of independent 
jobbers and distributors in the State of New York, representing that segment 
of the petroleum industry for the past 20 years. 

I am appearing before your committee in a dual capacity inasmuch as I am 
representing not only my company and its subsidiaries but I am also expressing 
the policy of our State association, the membership of which is composed of 
the majority of all jobbers and distributors in the State. 

Proposals to increase the present 3-cent Federal tax on gasoline are pres- 
ently before your committee. Increases from % to 1% cents have been recom- 
mended. We have been told that an increase is necessary if the 41,000-mile 
interstate highway program is to continue without interruption. This year 
New York State increased its own gasoline tax to 6 cents. When we add to 
this the present Federal levy and think in terms of increasing this by an 
additional cent and a half, it seems to me we shall have come far along the 
road of pricing our product out of the market. 

I am not here to make an impassioned plea for the motorists, even though I 
am one myself, for I am certain you gentlemen have already heard from a 
number of highway-user groups throughout the country, who, I am sure, have 
had no hesitancy registering their opposition to a tax increase. However, may 
I state my firm belief that any increase in the Federal tax will adversely affect 
the economy of our State as well as that of the Nation. 

When the Highway Act of 1956 was passed, the estimate of its total cost over 
a 10-year period was approximately $27 billion. For a variety of reasons, we 
are told this original cost estimate has skyrocketed to a point where $40 bil- 
lion or perhaps even $50 billion are held to be necessary to complete the pro- 
gram on schedule. It is indisputable that last year a billion and a half dollars 
from the total of $3.6 billion received from highway-user taxes were diverted 
to the general fund rather than being earmarked for the highway trust fund. I 
contend that if this money, which consists primarily of Federal excise taxes on 
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new automobiles, parts, accessories, etc. were to be specifically earmarked for 
highways, an additional Federal levy might not be necessary. If it developed 
that these additional funds were insufficient, why wouldn’t it be possible to 
change the timetable on the program? ‘There is no great life-and-death urgency 
about rushing this superhighway to completion. Construction schedules can and 
should be adjusted to match the rate at which the funds are provided to pay for 
them. 

In conclusion, may I say that we oppose any increase in the Federal gasoline 
tax and recommend that a termination of diversion of highway-users taxes, 
which I mentioned earlier, and a stretchout of our highway program will prove 
to be a solution to our fiscal problems. 

May I thank you, Mr. Chairman and members of the committee, for the oppor- 
tunity to present this statement. 


ALBUQUERQUE, N. MeEx., July 2, 1959. 


Congressman WiLsur D. MILLs, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D.C.: 

Please insert into hearing record on proposed gasoline tax increase reiterated 
opposition of 26 member groups comprising the New Mexico Highway Users 
Conference. 


M. H. Romney, 
Chairman, New Mexico Highway Users Conference. 


New HAMPSHIRE HiGHWwAy USERS CONFERENCE, 
Manchester, N.H., July 15, 1959. 

Hon. D. MILLS, 

Chairman, House Ways and Means Committee, 

Washington, D.C. 

Dear CONGRESSMAN Mitts: In behalf of the affiliated organizations of the New 
Hampshire Highway Users Conference, and at their request, I am writing to you 
at this time to ask that the conference be recorded, at the public hearings your 
committee will conduct starting July 22, as firmly opposed to any and all proposals 
to increase the rate of the Federal tax on motor fuels. 


Respectfully yours, 
NATHAN A. TIRRELL, 


Chairman, New Hampshire Highway Users Conference. 


STATEMENT OF JAMES C. PARK, EXECUTIVE SECRETARY, ARKANSAS OIL DEALERS 
ASSOCIATION 


This written statement is made on behalf of the Arkansas Oil Dealers Associa- 
tion, which represents the petroleum industry in its governmental and public 
relations affairs in Arkansas, opposing further increasing the Federal gasoline 
tax, including comment and suggestions for alleviating the financial dilemma the 
Federal Government finds itself in and also including some Arkansas highway 
information. 

We wish to make it clear that we are not opposed to reasonable highway users 
taxes to build roads and we endorse the theory of pay-as-you-go for both State 
and Federal road spending. Highways are essential to the economic welfare and 
national defense of our Nation and, therefore, must be regarded as a continuing 
public responsibility. Adequate highways benefit every community and every 
citizen; therefore, the cost should not be considered an exclusive responsibility 
of the individual motorist. They should be viewed in proper relationship with 
other vital public tax-supported services. 

Our association has always advocated that sound engineering, sound financial 
practices, and sound management are essential elements of a good and adequate 
highway program. These practices eliminate bottlenecks, both physical and 
financial, give motorists more roads for the tax money—and most of all, help to 
keep tax rates within reason. We simply call attention to the grave danger of 
overspending anticipated high tax revenues and not receiving full value in roads 
for our tax dollars. 


isis 
the ho 
ilts 
the 
) 
n- 
te 
to 
n- 
Gi 
fe 


HIGHWAY FINANCING PROGRAM 


Somewhere down the line, the States (at least the highway officials in Arkan- 
sas) were led to believe that the Federal Government would not run out of 
money to give the States for a highway program. 

And, of course, the present shortage in the Federal highway trust fund could 
have been avoided if sound procedures had been followed. In the first place, 
Congress should not have transferred almost $2 billion of apportionments made 
under previous Federal highway acts to the trust fund when it was created back 
in 1956. These apportionments were a proper charge against the general 
fund of the Treasury and were so intended to be when they were first author- 
ized by Congress. 

Secondly, the Federal highway trust fund was, in our opinion, unfairly 
charged with supplemental highway apportionments of $1.2 billion under the 
1958 Highway Act. These apportionments were intended primarily to provide 
jobs and to help stop the general business recession. Therefore, we submit, they, 
too, should be met out of the general revenues of the Treasury. 

The Arkansas Legislature was asked this year to increase the State gasoline 
tax from 6% to 7% cents per gallon in order for the Arkansas Highway De- 
partment to match anticipated future Federal funds. This bill was introduced 
in the senate for the highway department and on a rollcall vote there were 32 
votes against with 1 vote for the bill. 

Yet, despite this, the Arkansas Highway Department later decided it could get 
along without the additional tax and proceeded to let more and bigger contracts 
than ever before. It now has larger monthly cash balances, which shows good 
fiscal practices. It, nevertheless, geared itself for the anticipated big Federal 
granted by securing passage of appropriation bills that almost stagger the 
imagination. 

We submit, for the record only, the following table of appropriations, actual 
and anticipated income and expenditures of the Arkansas Highway Department 
for the fiscal years 1957 through 1961: 


Arkansas Highway Department appropriations for 1957-61 


1956-57 ! 1957-58 ! 9! 1959-60 


Regular salaries_____ , $4, 376, 900 | $8, 662,900 | $9,727, 600 | $8, 630, 000 
Extra help 4, 315, 100 4, 700, 000 4, 800, 000 5, 800, 000 
Maintenance, construction, etc_- 40, 000, 000 | 65, 280,000 | 71, 395, 000 


48, 692,000 | 78, 642,900 | 85, 922, 000 


"43, 713, 385 | 51, 735,122 | 61,319,979 | 82,986,979 | 86, 057, 
Expenditures... ______ He 45, 033, 422 | 45, 464, 143 | 60, 187,000 | 83,986,979 | 86, 057, 


Cash balance... 1, 320,037 | 6,270,979 | 1,132, 979 | 
| 


1 1956-57 and 1957-58 are actual figures. Other years are Arkansas Highway Department estimates. 


As you can see from the tabulation above, we are now spending a tremendous 
amount of money on our State highways, and we will be spending double that 
amount by 1961 if we carry out the projected schedule. It seems that the question 
right now is the soundness of taking any more money out of the economy for 
roads, keeping in mind that the taxpayers have to pay for all these functions 
of the Government. We feel the time has come to put a ceiling on taxes so that 
instead of hurting the motorists, we will be helping them. 

No doubt Congress has similar figures from the other States. We merely call 
the committee’s attention to this in order that it might give proper study to the 
actual needs as compared to the requests of the entire roadbuilding setup. 

We wish to point out here an on-the-spot observation—as far as Arkansas is 
concerned, there should be adequate funds to finance the interstate program as 
well as the regular Federal-aid highways within the scheduled time period 
without any additional highway users taxes for the Federal or State level. 

To further justify our contentions, the total final estimated cost of construct- 
ing the 525 miles of the Interstate System in Arkansas was $401,267,000. Total 
funds available through fiscal 1960 are $109,092,983, or 27.1 percent of the total 
program. From here on, we should see 7.7 percent of the program completed 
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each year. As of May 31, 1959, it had 12.9 percent of the total program actually 
committed and paid. 

The most expensive right-of-way has been acquired and the most expensive 
part of the system is now complete or under contract. As an example: From 
Little Rock southwest through Benton, Ark., 25 miles, the system is complete 
with perhaps a few miles of service roads to be completed. There are seven 
overpasses on this stretch and two more to be built. The complete stretch is 
bordered with concrete service roads and the main four-lane road is concrete. 

This particular stretch of the Interstate System has been in the building stage 
over 2 years and was built in stretches of approximately 10 miles of two-way 
slab conerete. After the concrete was poured it was months before traffic was 
allowed on it. Already this concrete slab has been repaired in several places and 
only last week exploded in one place. Had this road been built with asphalt, 
which is certainly more desirable and less expensive for this State, it would 
have been finished months ago. Traffic could have been moved on it the day after 
it was poured. The same principle could be applied all over the country, with 
substantial savings to the taxpayers. Certainly the least the States should do is 
to take competitive bids on all interstate paving contracts and then decide, on 
the basis of costs and the proven merits of each paving material, whether to use 
concrete or asphalt. 

We find no evidence that contractors’ costs or bids are responsible for the 
Federal highway trust fund deficit, and the completed contracts will bear out 
this statement. We do find instances of delay in completing contracts. This is 
by no means meant as criticism on either the Arkansas Highway Department or 
Arkansas contractors. We are proud of our highway commission and its accom- 
plishments the past several years. Our contractors are rated the best in the 
country, and are giving the people the best possible competitive bids. 

Therefore, with this brief statement it seems it would be well to take stock 
at this time and examine all the factors and circumstances surrounding the 
high cost of this huge Interstate Highway System before tapping the American 
motorist for more gasoline taxes. In conclusion, we suggest that Congress give 
serious consideration to supplementing the highway trust fund with other Fed- 
eral highway users taxes now going into the general fund, and set up a real 
watchdog committee to check on its expenditures. 


Casper, Wyo., July 10, 1959. 
WILBUR MILLS, 

House Ways and Means Committee, 

Washington, D.C. 

DearR Srr: At a highway users conference meeting held in Cheyenne last 
December, among the many topics on the agenda was that of future highway 
financing. It was general knowledge that present allocated Federal funds would 
not fulfill the needs of the stepped-up program. After some discussion, one 
definitive stand was taken, i.e., that the highway users of the State of Wyoming 
were against any further increase in a Federal gas tax. This motion was passed 
unanimously. The meeting was well attended and I believe fairly well repre- 
sented a cross section of people of the State of Wyoming. 

It is my understanding that you are now having hearings on this subject and 
I should like you to enter this information on the record. 

Sincerely yours, 


H. E. STuCKENHOFF, 
Chairman, Highway Users Conference, State of Wyoming. 


FLORIDA RURAL LETTER CARRIERS’ ASSOCTATION, 
Jacksonville, Fla., July 15, 1959. 


Hon. D. MILs, 

Chairman, Ways and Means Committee, 
House of Representatives, 

Washington, D.C. 

Deak Str: In regard to the hearings scheduled to begin July 22 on methods of 
raising funds for financing the Federal road system please note the following 
resolution passed at the annual convention of the Florida Rural Letter Carriers’ 
Association at Tampa, Fla., July 7, 1958: 
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“Resolved, That this association go on record as opposing any increase in the 
present Federal tax on gasoline or any compromise which would result in an 
increase of the gasoline tax.” 

Kindly enter the above into the records of your committee hearings and thank 
you for same. 

Yours very truly, 


Grorce M. Wiaerns, President. 


Brunswick, Ga., July 15, 1959. 
Hon. D. MILLS, 

Chairman, House Ways and Means Committee, 

U.S. Congress, Washington, D.C.: 


We note that hearings will be held on financing Federal highway program 
July 22. Georgia Rural Letter Carriers Association adopted the following 
resolution today : 

Be it resolved, That the Georgia Rural Letter Carriers’ Association oppose any 
increase in the Federal gasoline tax, and that the Georgia congressional delega- 
tion be urged to oppose any additional highway use taxes. 

Please enter this telegram as an exhibit in the records of these hearings. 


Carey W. 
President, Georgia Rural Letter Carriers’ Association, Rhine, Ga. 


SourH CAROLINA RURAL LETTER CARRIERS’ ASSOCIATION, 
Dorchester, 8.C., July 20, 1959. 

Mr. Leo H. Irwin, 

Chief Counsel, Committee on Ways and Means, 

New House Office Building, Washington, D.C. 


Dear Mr. Irwin: By way of introduction, please permit me to say that I am 
president of the South Carolina Rural Letter Carriers’ Association, representing 
720 members, composed of regular, substitute, temporary, and retired carriers. 

Information has come to me that your committee has scheduled public hearings, 
regarding the proposal to increase the Federal gasoline tax by 1% cents per 
gallon, both from immediate and long-range needs. 

The rural carriers of this State are finding it exceedingly difficult to operate 
their vehicles on the amount of equipment allowance granted them by the Post 
Office Department at 10 cents per mile, considering the type of roads which 
we must travel to deliver the mails. A very high percentage of rural! routes in 
this State still have as much as 50-percent dirt roads. Any increase in the 
gasoline tax would bring about a financial burden to our group and perhaps 
would cause the operational costs of the carriers to exceed their allowance. 
Therefore, please permit my group to go on record as being opposed to any 
increase in the gasoline tax at this time. 

It will be highly appreciated if you will present this statement to your com- 
mittee for consideration. 

Respectfully submitted. 


J. Moorer. 


THE TENNESSEE RuRAL LETTER CARRIERS’ ASSOCIATION, 
July 21, 1959. 

Chairman D. MI11s, 

Committee on Ways and Means, 

House of Representatives, 

Washington, D.C. 


Deak Mr. Miits: The Tennessee rural letter carriers would like to urge your 
committee to defeat any proposal to increase the Federal gasoline tax. 

In Tennessee, the Interstate System will consist of approximately 1,000 miles, 
and this leaves some 65,000 miles of other roads in the State. Most of these roads 
are traveled by our members, therefore, we are one of the few groups that 
will derive no direct benefit from the superhighways; although, our organization 


is wholeheartedly in favor of the system and its resulting benefits to other 
motorists. 
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Our State gasoline tax is already 7 cents a gallon and in addition to this, we 
must pay six-tenths of a cent per gallon inspection fee, and this makes our cost of 
operating cars much higher than most States. The average auto tax burden in 
Tennessee amounts to $150 a year. In the case of rural letter carriers it would 
be much greater than this because of the greater mileage we travel. In addition 
to gasoline, because of the rural roads we travel, our purchases of oil, parts, 
and accessories are greater and the Federal tax on these items is not going 
into the highway trust fund. 

As the committee knows, the expense allowance of the rural letter carrier is 
specifically set out by law, and any increase in the gasoline tax would cut into 
this allowance and there would be no way, in our case, to pass this added 
expense on. 

Yours very truly, 
Roy McPEAkK, 
Road Representative. 


MASSACHUSETTS RuRAL LETTER CARRIERS’ ASSOCIATION, 
July 2, 1959. 
Representative MILs, 
Chairman, House Ways and Means Committee, 
Washington, D.C. 

DEAR REPRESENTATIVE MILUsS: I am taking the liberty to send to you herewith, 
in the belief that it would be of interest, an excerpt from a resolution adopted 
unanimously by the Massachusetts Rural Letter Carriers’ Association at its re- 
cent annual convention in Springfield. 

We believe the action taken by our association to be very timely as we have 
since been told that there may yet be efforts made at the present session to in- 
crease the rate of the Federal tax on motor fuels. 

Please note that the resolution is opposed to any such increase and urges in- 
stead the suspension of the Byrd amendment so as to permit appropriations from 
general revenues. 

Following is the excerpt from our resolution : 


“FINANCING OF FEDERAL HIGHWAY PROGRAM 


“The Massachusetts Rural Letter Carriers’ Association, assembled in annual 
convention, hereby resolves that: 

“1. We favor new legislation proposed by the House Public Works Committee 
rejecting the demands of the national administration for a further increase of 
1% cents per gallon in the Federal tax on motor fuels and suspending for 2 years 
(fiscal 1961-62) the pay-as-you-go amendment to the Federal-Aid Highway Act 
of 1956. This will enable the Federal-State highway program to be carried on by 
appropriations from general revenues and without increase in present rates of 
Federal taxes levied on highway users. 

“2. We oppose new legislation proposed by the same committee to reimburse 
the States for toll and toll-free roads designated as part of the National System 
of Interstate and Defense Highways—at least until this 41,000-mile system of 
limited access highways has been completed.” 

Respectfully yours, 
JAKE W. Storz, President. 


ARIZONA FARM BUREAU FEDERATION, 
Phoeniaz, Ariz., July 14, 1959. 
Hon. D. MILLs, 
Chairman, House Ways and Means Committee, 
Washington, D.C. 


DreAR CONGRESSMAN MILts: It is our understanding that beginning July 22 
you will conduct hearings on the proposal to increase the Federal gasoline tax. 

Our Farm Bureau policies say, in part: “We are opposed to any increase in 
the Federal gasoline tax or other Federal highway user excise taxes for road- 
building and to the financing of the Federal share of the highway program from 
general tax funds. 

We favor an extension of the construction period for interstate highways so 
that Federal expenditures can be placed on a pay-as-we-go basis. 

Farm people have a very direct interest in building and maintaining good 
roads. But we do not believe that the completion of the Interstate System by 
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any particular date is important enough that they want to increase taxes to 
accomplish this purpose. 

An increase in Federal gasoline taxes would increase the cost of machinery, 
fertilizer, and everything else the farmer and rancher has to buy. It would also 
increase his marketing costs on everything he sells. And, of course, this would 
materially intensify the already severe cost-price squeeze affecting all of agri- 
culture. 

We urge that no additional highway user taxes be imposed at this time, but 
rather that the highway building program be stretched out to fit the contem- 
plated revenues under the present schedule. 

We respectfully request that this letter be made a part of the record of the 
gasoline tax hearings. 

Very truly yours, 
C. DaAvIs, 
Executive Secretary. 


Macon, Ga., July 15, 1959. 
Congressman D. MILLs, 
Chairman, House Ways and Means Committee, House Office Building, Wash- 
ington, D.C.: 

I understand that hearings will be held beginning July 22 to determine ways 
to finance the Federal highway program. It will be impossible for us to state 
our position in person, however we would like to be recorded at these hearings 
as opposing any increase in the Federal gas tax or any compromise that might 
result in additional highway use taxes. 

JOHN P. DUNCAN, 
President, Georgia Farm Bureau Federation. 


Iowa STATE GRANGE, 
Newton, Iowa, July 15, 1959. 
Mr. Leo H. Irwin, 
Chief Counsel, Committee on Ways and Means, New House Office Building, 
Washington, D.C. 

Dear Mr. Irwin: We note that hearings before the House Ways and Means 
Committee on the Federal highway program will begin July 22. 

It would be very desirable to have the opinions of the major highway users 
groups of Iowa, presented to the committee. I am sure that you have been 
contacted by many of the groups, and by others, on the current financing 

roblem. 

. Highway users groups are unalterably opposed to any increase in Federal 
highway users taxes, including of course the proposed Federal motor fuel 
tax increase, on a temporary or any other basis. Users believe the program 
should be kept on schedule with outright appropriations from the general fund, 
if possible, since users now are paying about $2 billion in special Federal 
excise taxes, that go into that same fund to finance general governmental 
functions. 

The majority of us feel that as a possible alternative, short-term revenue 
bonds could be issued and repaid from future trust fund receipts to finance 
the program. 

It will be impossible for most of us to appear personally, because of time and 
expense. We would appreciate it if you will see that our thoughts are pre- 
sented to the committee, and made a part of the public record. 

Respectfully yours, 
LOREN Murpuy, 
Chairman, Highway Users of Iowa. 


NEBRASKA STATE GRANGE, 
Lincoln, Nebr., July 14, 1959. 

Hon. WILBUR MILLs, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D.C. 

Dear Str: The Nebraska State Grange in its annual convention in October 
1958 adopted as a part of its policy statement the following: 

“We are opposed to any increased taxes on highway users at this time. We 
urge that the Federal-State highway program, including the interstate highway 
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program enacted in 1956, be kept on schedule with appropriations from the gen- 
eral fund if additional funds are needed.” 

The National Grange in its annual session in November 1958 adopted a policy 
statement with reference to the interstate highway, which appears on page 32 
of the “Summary of Legislative Policies and Programs of the National Grange, 
1959,” as follows: 

“A sharp and continuing increase in highway construction costs make it ap- 
pear that revenues programed for the 41,000-mile Interstate System will not 
be adequate. Among the several alternatives suggested are (1) an increase in 
Federal tax on gasoline and/or the automotive excise tax and (2) an allocation 
from the general fund of the U.S. Treasury. 

“We oppose the first and look with favor upon the latter alternative.” 

Our opposition is based on the belief that increased taxes for the highway 
trust fuad will be inflationary and that larger revenues for the interstate high- 
way construction will be canceled out by rising costs. 

We respectfully request that this statement be made a part of the record. 

Sincerely yours, 
G. A. SPIDEL, 
Master, Nebraska State Grange; Chairman, Session Transportation Com- 
mittee, National Grange. 


House OF REPRESENTATIVES, 
Washington, D.C., July 15, 1959. 
Hon. MILLS, 

Chairman, House Committee on Ways and Means, 

Washington, D.C. 

DeAR Mr. MiLus: Please find attached hereto a telegram received from Mr. 
Martin J. Byrne, president of the Kansas Farmers Union, Topeka, Kans., in 
opposition to the proposed increase in the Federal tax on gasoline. 

I would appreciate having this communication made a part of the hearing 
record. 

With cordial good wishes, I am, 


Sincerely yours, 
J. FLoyp BREEDING, 


Member of Congress. 


TopreKA, KAns., July 7, 1959. 
FLoyp BREEDING, 
‘House Office Building, 
Washington, D.C.: 

We understand there is a measure pending in Congress that would raise the 
Federal gasoline tax. Believing that the trust fund orignally set up is adequate 
if properly used and that the increased revenues will further guarantee sufficient 
funds, we oppose any increase in the present gasoline tax rate and ask you 
to use your influence in opposing such increase. 

KANSAS FARMERS UNION, 
MarTIN J. Byrne, President. 


New JERSEY FARM BuREAU, 
Trenton, N.J., July 14, 1959. 

Hon. D. MILs, 

Chairman, House Ways and Means Committee, 

Washington, D.C. 

DEAR CONGRESSMAN MIrts: It is our understanding that the House Ways and 
Means Committee, of which you are chairman, is planning a public hearing in 
connection with the possibility of increasing the Federal gasoline tax. We would 
ask that you kindly consider this letter as a part of the record in connection 
with this hearing. 

At the annual meeting of the New Jersey Farm Bureau in November 1958, the 
organization, through its delegate body, went on record as opposing any addi- 
tional Federal gasoline tax. I know that you are well acquainted with the sound 
way that Farm Bureau policies are developed and that you will appreciate that 
this opposition accurately represents the opinion of farmers in this State. 

The policy as developed by the delegates is as follows: 
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“PROPOSED FEDERAL GAS TAX INCREASE 


“For many years the New Jersey Farm Bureau has insisted that highway 
revenues be used for construction and maintenance of highways. 

“There have been Federal automotive excise taxes collected in excess of a bil- 
lion dollars which have not been credited to the highway fund. Until and unless 
excise taxes as well as the gasoline tax are applied to highways we will oppose 
the imposition of an additional Federal gasoline tax.” 

This was not a new policy for our organization. We have taken this stand 
for years on both a State basis and on a Federal basis. We feel it would be 
misleading to indicate that any additional tax going for highway construction 
would meet this objection. This would be unrealistic as long as any of the gaso- 
line tax is being diverted. 

We strongly urge your committee to oppose any increase in the Federal gaso- 
line tax. 

Very truly yours, 
Wo. Perry WartTSsON, Secretary. 


DAIRYMEN’S LEAGUE COOPERATIVE ASSOCIATION, INC., 
New York, N.Y., July 16, 1959. 

Hon. D. MILs, 

Chairman, House Ways and Means Committee, Washington, D.C. 


Dear Sir: We should like to have our voice of opposition recorded in the hear- 
ings to consider increases in the Federal gasoline tax. 

This proposed increase, which will affect the cooperative activities of this or- 
ganization’s farmers and fleet, will become a direct burden upon the farm income 
of some 20,000 members of this association in the States of New York, Pennsyl- 
vania, New Jersey, Massachusetts, and Vermont. 

The effect of these gasoline tax increases is too small to be reflected in the 
consumer price of milk and therefore must be borne or absorbed wholly by the 
farmer producer. 

The committee undoubtedly is aware of the fact that New York State and 
other States have recently increased their State taxes on gasoline. 

Eventually, these increases, if they continue, will show up in the finished con- 
sumer product which, in our case, is bottled fluid milk. Further price increases in 
bottled fluid milk will tend to damage and handicap the dairy producer and cause 
greater difficulty and hardship in the course of marketing dairy products. 

It, therefore, does not seem to be in the interest of national economy to further 
burden highway users with gasoline taxes in an effort to saddle such users with 
the entire cost of Federal highway-roadbuilding program, which program is in 
the general national interest and should be borne over a broader tax base. 

Respectfully submitted. 

BARRIE VREELAND, 
Trafic Specialist. 


LIQUEFIED PETROLEUM Gas ASSOCIATION, INC., 
Chicago, Ill., July 29, 1959. 

Hon. Wirzur D. MILLs, 

Chairman, House Ways and Means Committee, 

Washington, D.C. 


Sm: In connection with the Ways and Means Committee’s present study of 
motor fuel tax law change, we invite the committee’s attention to existing 
provisions of the law that are in immediate need of clarification. We suggest 
that the committee’s present deliberations afford an opportunity to effect this 
clarification and eliminate existing confusion, both among taxpayers and 
within the Internal Revenue Service on the application of the Federal excise 
tax on special motor fuels, principally liquefied petroleum gas. 

The original Federal excise tax on special motor fuels imposes the 2-cent tax 
on use in a motor vehicle, motorboat, or airplane. Through Treasury Depart- 
ment interpretation, the term “motor vehicle’ became defined as use in a 
vehicle designed to carry or support a load. Note that this interpretation 
would cover both on and off highway motor vehicle use. The law’s use of the 
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term “motor vehicle,” coupled with the Treasury Department’s interpretation, 
has created a most confusing situation. As an example, in an industrial plant 
fuel used in an industrial tractor that pulls or pushes a load is not taxable, 
while fuel used in an industrial forklift truck, a vehicle designed to carry or 
support a load, is taxable. Industrial plants using this equipment have great 
difficulty in recognizing this distinction and segregating fuel use. Similar 
situations appear in other offhighway use. Confusion also arises because of 
the natural tendency to relate the tax to highway vehicle fuel use. Diesel 
fuel, a similar motor fuel, handled under specific law, is subject to tax only 
when used in a highway vehicle. Parenthetically, this discrimination in taxa- 
tion of special motor fuels used in the main for similar uses is added reason for 
correction. Illustrative of this last-mentioned area of confusion is the fact that, 
within recent months, two district Internal Revenue Service offices have advised 
industry and users, in response to inquiries, that this tax on liquefied petroleum 
gas only applied on use in a highway motor vehicle. Similar advice has been 
given at other times. 

We have heretofore outlined this problem in greater detail to the Forand sub- 
committee of the Ways and Means Committee in its study on technical changes 
required in the Federal excise taxes. A copy of our statement, together with a 
suggested corrective amendment submitted to that subcommittee, is enclosed. 
We respectfully request that this data be reviewed by the committee in its 
present deliberations and be made part of the record. 

In the course of consideration of the Highway Act of 1956, Congress corrected 
this situation insofar as the application of the tax under that act is involved. 
However, the basic and original Federal excise tax on special motor fuels 
presents the stated problem and we respectfully urge the Ways and Means 
Committee to utilize the opportunity now presented to take the necessary and 
justified action. 

Respectively yours, 
ArTHuUR C. KREUTZER. 


STATEMENT SUBMITTED ON BEHALF OF LIQUEFIED PETROLEUM GAS ASSOCIATION, 
BY ARTHUR C. KReEUTZER, CHICAGO, ILL. 


Mr. Chairman and gentlemen of the subcommittee, my name is Arthur C. 
Kreutzer. I am vice president and general counsel of the Liquefied Petroleum 
Gas Association, and I am making this statement on behalf of that association. 

The Liquefied Petroleum Gas Association is a national association, composed 
of the producers of liquefied petroleum gas, the manufacturers of the equipment 
and appliances utilizing liquefied petroleum gas, and the distributors and dealers 
thereof. 

The Liquefied Petroleum Gas Association has 2,450 member companies within 
the United States. It is estimated that this membership represents over 80 
percent of the industry volume of business. This membership is predominantly 
at the distributor and dealer level. Approximately 70 percent of its membership 
isin this category. 

My purpose in speaking for the association is to point out to this committee 
the present discriminatory treatment accorded special motor fuels, of which 
liquefied petroleum gas is one, as compared with diesel fuel; to apprise you 
of the burdensome and impractical administrative application of the present 
tax on special motor fuels utilized in motor vehicles not used on the highway, 
and to recommend to this committee specific changes in the law. 

At the present time both diesel fuel and special motor fuels (including 
liquefied petroleum gas) are taxed at 3 cents a gallon when used in vehicles operat- 
ing on the highway. In the case of motor vehicles (as defined by Internal Reve- 
nue Service) not used on the highway and in the case of motorboats and airplanes, 
liquefied petroleum gas and other special motor fuels are taxed at 2 cents a 
gallon, whereas diesel fuel is subject to no tax whatsoever. I want to emphasize 
that diesel fuel is not subject to tax while liquefied petroleum gas and other 
special motor fuels are taxed despite the fact that in most instances the vehicles 
involved are of exactly the same type and are put to identical uses, their only 
difference being that some use diesel fuel and others operate on liquefied 
petroleum gas. An industrial forklift truck is a good example of a nonhighway 
motor vehicle which in some instances is powered by liquefied petroleum gas and 
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in other instances is powered by diesel fuel. Under the terms of the present 
law there is no tax if diesel fuel is used, whereas, on the other hand, if a 
special motor fuel such as liquefied petroleum gas is used, the Government exacts 
a tax of 2 cents a gallon. 

On behalf of the Liquefied Petroleum Gas Association, I urge a change in 
the present law to remove the tax on liquefied petroleum gas and other special 
motor fuels used in nonhighway vehicles so as to aceord equality of tax treat- 
ment between diesel fuel on the one hand, and liquefied petroleum gas and 
other special motor fuels on the other hand, at least with respect to motor 
vehicles other than motorboats or airplanes. 

Parenthetically, I would like to point out that the tax of 2 cents a gallon is 
also levied on special motor fuels when used in motorboats and airplanes; 
whereas there is no tax whatsoever on diesel fuel when used in motorboats and 
airplanes. The use of all special motor fuels in motorboats is de minimis. 
I understand, however, that some special motor fuels, although not liquefied 
petroleum gas, are used as fuel in jet airplanes. Since the use of liquefied 
petroleum gas itself in motorboats and airplanes is presently insignificant, the 
Liquefied Petroleum Gas Association has no direct interest or immediate con- 
cern about the tax treatment accorded liquefied petroleum gas and other special 
motor fuels in those uses. 

Equal treatment, of course, is the primary reason for removing the tax 
on special motor fuels when used in off-highway motor vehicles. However, there 
are also other reasons which strongly support such a change in the law. For 
one thing, the administration of the present law by the Internal Revenue Service 
has resulted in a complicated method of ascertaining which vehicles are motor 
vehicles and which vehicles are not motor vehicles. 

To appreciate the problem involved, we must remember that as to a special 
motor fuel used in off-highway vehicles, the 2-cents-a-gallon tax is not imposed 
on its use in vehicles generally but only on its use in motor vehicles. The 
present administrative practice of the Internal Revenue Service is to classify 
as a motor vehicle any vehicle upon which a load is imposed or carried and to 
exclude from the classification any vehicle which merely pushes or pulls a load. 
Since many operations involve vehicles of both classifications supplied from a 
common fuel source, the determination of how much fuel is used for a taxable 
purpose and how much for a nontaxable purpose frequently presents problems 
of substantial difficulty both to the Government and to the taxpayers. Such 
problems can be obviated by according liquefied petroleum gas and other special 
motor fuels the same tax treatment as is accorded diesel fuel. 

I am submitting for the subcommittee’s consideration along with my state 
ment a proposed change in the language of section 4041 of the Internal Revenue 
Code of 1954, which section levies the tax on diesel fuel and special motor fuels. 
This proposed amendment will result in uniform application of the tax to diesel 
fuel and to special motor fuels; it will eliminate discrimination in tax treat- 
ment of sellers and users of the fuels; and it will remove the administrative 
problems of classifying off-highway vehicles as motor vehicles or vehicles other 
than motor vehicles. 

PROPOSED LANGUAGE 


(b) SpscraL MoToR FUELS.—There is hereby imposed a tax of 3 cents a gallon 
upon diesel fuel, benzol, benzene, naphtha, liquefied petroleum gas, or any other 
liquid (other than kerosene, gas oil, or fuel oil, or any product taxable under 
section 4081)— 

(1) sold by any person to an owner, lessee, or other operator of a high- 
way vehicle (A) which (at the time of such sale or use) is registered, or is: 
required to be registered, for highway use under the laws of any State or 
foreign country, or (B) which, in the case of a highway vehicle owned by 
the United States, is used on the highway, for use as a fuel for the pro- 
pulsion of such vehicle; or 

(2) used by any person as a fuel for the propulsion of a highway vehicle 
(A) which (at the time of such sale or use) is registered, or is required to be 
registered, for highway use under the laws of any State or foreign country 
or (B) which, in the case of a highway vehicle owned by the United States, 
is used on the highway, unless there was a taxable sale of such liquid under 
paragraph (1). 
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STATEMENT TO COMMITTEE HEARING IN WasuHIneTon, D.C., JULY 22, 1959, on 
FINANCING THE CONSTRUCTION Funpb 


Crr1zeNs’ NorTH WAY COMMITTEE, 
Schenectady, N.Y., July 17, 1959. 
Hon. D. MILLs, ‘ 
Chairman, Ways and Means Committee, 
House Office Building, 
Washington, D.C. 

Dear Mr. Mitts: The present furor about lack of funds for the interstate 
and defense highway program leads to the question whether present expendi- 
tures and future plans for construction are reasonable, or whether these have 
been diverted to purposes other than those originally planned. ' 

If events in New York State are typical of the administration of the highway 
program, hundreds of millions of dollars are being spent to duplicate facilities 
in locations unsuitable for defense purposes and not connecting industrial 
centers. Specifically, Interstate FAI 502 would duplicate facilities already 
provided by U.S. Route 9 for tourists. Plans for FAI 502 also shun the in- 
dustrially attractive Champlain Valley, and are not in accord with the Bureau 
of Public Roads report “Highway Needs for Industrial Defense” which states 
the highway program should contribute to the “development of one of the most 
important assets in deterring aggression—industrial capacity.” Attempts to 
get the Federal Bureau of Public Roads to intercede have shown them to be 
fully dependent on the New York State Department of Public Works for infor- 
mation, and the NYSDPW brushes aside the Champlain route. 

The facts show the alinement selected by the NYSDPW does not best meet 
the lawful purposes of the Interstate and Defense Highway System. In support 
of their plan to duplicate the existing tourist highway with an additional tourist 
highway, this department contends that the route they selected through the 
Adirondacks is less costly; that the traffic count through the mountains is 
heavier; and that the Champlain Valley route would siphon tourists into Ver- 
mont. We would like to comment briefly on each of these points. 

Regarding cost; the NYSDPW has made nothing more than a superficial sur- 
Federal gasoline tax. Believing that the trust fund originally set up is adequate 
built on this alinement to interstate standards for a cost difference of 10 per- 
cent; $114 million for their mountain route versus $125 million for the Cham- 
plain Valley route. About half of the cost difference is for structures over the 
more numerous highways and railroad crossings in the more populous valley. 
Length, and costs of land acquisition estimated for the two routes are acknow]l- 
edged by the NYSDPW to be essentially equal. In view of the DPW’s meager 
investigations, it seems incredible that they would place such importance on a 
10 percent difference in preliminary estimates, particularly since one section near 
Glens Falls was recently contracted for at approximately 60 percent of the final 
estimate after survey and design were completed. 

Regarding traffic counts, the NYSDPW draws the absurd conclusion from 
traffic counts, that the Northway, FAI 502, should parallel modernized U.S. 
route 9 through the Adirondacks because drivers prefer it to obsolete State 
Route 22 in the Champlain Valley. This valley has no road comparable in 
quality to U.S. 9 through the Adirondacks, therefore traffic from Albany to 
Montreal has no choice and will go via U.S. Route 9. Thus, the traffic count 
comparison offered by the New York State DPW as favoring the mountain 
route offers no reasonable basis for a decision on location of the Northway. 

Regarding siphoning tourists into Vermont, the claim by the NYSDPW that 
tourists may escape to Vermont via the Champlain Valley route reveals the 
DPW’s true reason for selecting the Adirondack route. The lawful purpose of 
FAI 502 is to connect New York State capital district with the Strategie Air 
Command at Plattsburgh and the Canadian border on a route that will best 
Serve the people of the United States. As a practical matter, construction has 
proceeded to an extent that diversion of this highway through Vermont would 
be extravagant and add needless mileage. 

The Champlain Valley route for FAI 502 is superior to the Adirondack route 
on nearly every count. Three major advantages are: 

First, as a defense highway, the Champlain Valley Northway in conjunction 
with U.S. Route 9 would provide two separate major routes connecting Albany, 
the Strategic Air Command at Plattsburgh, and Montreal. However, the pro- 
posed Adirondack Northway would parallel U.S. Route 9 so closely that the two 
would in effect be only one route. 
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Second, U.S.: Weather Bureau records show the valley has definitely milder 
winter weather, with less snow and ice. This milder climate means safer, more 
dependable travel with less maintenance. 

Third, and most important, the Champlain Valley route will encourage indus. 
trial development of the valley. Some defense industries are already located 
there, including papermills and a large iron ore processing plant. However, the 
New York State Department of Commerce has pointed out that— 

“* * * While the New York shore of Lake Champlain has many positive attrac- 
tions for industry, one of its major drawbacks is remoteness from prime mar- 
kets. Most of the industries interested in this region are light industries. They 
depend primarily on truck transportation to reach their markets. Lack of a 
high-speed highway servicing the shore area has kept several such industries 
from locating in the Champlain shore area. Most of the industries with which 
we have worked have located in other areas that provide quick and economic 
access to major metropolitan regions to the south.” 

We believe that no additional road taxes should be levied on the citizens of 
the United States without closer safeguards on location of the highways in 
order to insure that original objectives for this multibillion dollar expenditure 


will be met, and that money is not wasted on parallel roads having limited 
seasonal use. 


Respectfully submitted. 


W. Ham, 
Chairman, Citizens’ Northway Committee. 


INTER-CITY SERVICE STATIONS ASSOCIATION, INC., 
New York, N.Y., July 17, 1959. 


Hon. D. MILs, 

Chairman, Ways and Means Committee, 

House Office Building, Washington, D.C. 
HONORABLE Sir: The proposed increase in Federal gasoline tax will impose 

further burdens upon the service station operators in New York City. Federal 


and State taxes in New York State are now 9 cents per gallon, or almost 36 
percent of the wholesale price to the dealer. 

Since March 1, when the New York State tax was increased 2 cents per gallon, 
service station dealers in our city reported an imediate drop in business of ap 
proximately 10 percent. This represents a very substantial loss to us small 
businessmen. How great an additional loss in business can we look for if the 
Federal tax is again increased ? 

We have as yet had no relief from losses which we suffer each year on the 
8 cents in Federal gasoline tax we now pay, which arises through taxes un- 
collectible because of shrinkage, handling, evaporation, and bad debts. This will 
also be further aggravated should the tax be increased. 

We ask that our association be placed on record as opposed to any further 
increase in the Federal gasoline tax. 

Most respectfully yours, 


BENJAMIN SCHLEIER, President. 


GEORGIA ASSOCIATION OF PETROLEUM RETAILERS, INC., 


Decatur, Ga., July 14, 1959. 
Chairman D. MIL1s, 


Committee on Ways and Means, 
House of Representatives, Washington, D.C. 


Dear Mr. Mir1s: GAPR request that its protest on behalf of its 3,600 paid 
members of Georgia be officially recorded in the hearing scheduled for July 22 
relative to any proposed increase in gasoline taxes. 

In accordance with letters from this association to all Georgia Members of the 
House of Representatives we request that the facts contained in a copy attached 
also be recorded in the minutes of the hearing on this subject. 

Respectfully, 


Mitton Aten, Evecutive Secretary. 
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GEORGIA ASSOCIATION OF PETROLEUM ReErvaILers, INC., 
Decatur, Ga., July 2, 1959. 
Hon. Erwin MITCHELL, 
House Office Building, 
Washington, D.C. 

Deak Sir: This association urges immediate use of your influence to oppose 
any compromise contemplated by the House Ways aud Means Committee that 
would result in an increase in taxation on gasoline. This association speaking 
for its 3,600 members in Georgia vigorously oppose any additional Federal tax 
hike on gasoline. 

Respectfully, 
H. Frank Berry, President. 


PROVIDENCE, R.I., July 27, 1959. 
Congressman WILBUR D. MILLs, 
House Office Building, Washington, D.C.: 

The Oil Dealers Association of Rhode Island, Inc., representing retail fuel oil 
dealers in Rhode Island, wish to be recorded as opposing any increase in the 
Federal gasoline tax. We respectfully request you to oppose any proposed in- 
crease in a tax which combined with the State tax now totals nearly 50 percent 
of the retail price of the product. 

Water J. HERNANDEZ, 
President, The Oil Dealers Association of Rhode Island, Inc. 


NEW JERSEY GASOLINE RETAILER’S ASSOCIATION 
AND ALLIED TRADES, INC., 
Marlboro, N.J., July 14, 1959. 
Mr. D. MILLs, 
Chairman, House Ways and Means Committee, 
House Office Building, 
Washington, D.C. 

Dear Mr. Mitts: My name is John Dressler. I am executive secretary of the 
New Jersey Gasoline Retailer’s Association with headquarters at Marlboro, N.J. 
I want to record with this committee the opposition of the New Jersey Gasoline 
Retailer’s Association to any additional taxes on gasoline. 

The motorist in the State of New Jersey is now paying approximately a 45 
percent sales tax when he purchases gasoline. This percentage is determined by 
the fact that regular gasoline, which is by far the largest seller, is now posted at 
an average of 26 cents per gallon and the State and Federal taxes equal 8 cents 
per gallon. When all the taxes imposed on the motorist are added together, 
they represent a burden far in excess of any other taxpaying group, and it is our 
belief that any further taxation on this commodity will cause it to be priced out 
of the motorist’s reach. This overtaxation of a single commodity such as gaso- 
line is destructive and demoralizing to an industry that has served the motorist 
well. While the cost of living has risen considerably in the past 10 years, the 
actual price of gasoline to the motorist has gone down but the constant increase 
of taxes leads the motorist to believe that the gasoline retailer is makiag high 
profits. 

We sincerely hope that your committee will not permit the increase in gasoline 
taxes as presently proposed. The following telegrams have been sent to all 
Congressmen from the State of New Jersey. 

Very truly yours, 
JOHN DRESSLER, 
Executive Secretary. 


(The following letter was received and forwarded for inclusion in 
record by both Hon. Hubert H. Humphrey, Senator from the State 
of Minnesota, and Hon. Fred Marshall, Congressman from Minne- 
sota: 

Koppiin Ort Co., 
Litchfield, Minn., July 17, 1959. 


I understand that hearings will soon be held in the Ways and Means Committee 
on the subject of providing financing of the Federal highway program. 
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The reasons that we oppose any increase in gasoline tax are many, and I fee] 
sure that you have heard them all, so I will not impose on you by enumerating 
them further. I wish you would oppose any increase in tax as gasoline now 
carries over 60 percent of the cost of the product. 

From what I have read on the subject it appears that, in spite of widespread 
objections, there may be some increase. If that is inevitable, we wish you would 
support the inclusion of the provisions of the Harrison bill (H.R. 101), which 
would change the level of imposing the gasoline tax from the time of sale by the 
manufacturer to the time of sale by the wholesale distributor, in any final 
financing bill. 

Thanking you for your consideration of this request, and with best personal 
regards, I am, 

Yours truly, 
E. H. Kopptrrn. 


(The following communication for inclusion in the record was re- 
ceived by Hon. Glenn Cunningham, Congressman from the Second 
District of Nebraska, and Hon. Donald F. McGinley, Congressman 
from the Fourth District of Nebraska :) 


NEBRASKA PETROLEUM MARKETERS, INC., 
Lincoln, Nebr., July 15, 1959. 

The enclosed article is an editorial which will appear in the July issue of 
the Nebraska Oil Jobber, the official publication of the Nebraska Petroleum 
Marketers, Inc. 

It supplies much food for thought concerning financing of the Interstate 
Highway System and it is with that thought in mind that the article is being 
sent to you. 

I would also like to point out that Nebraska has $61 million as of May 31, 
1959, in Federal highway moneys that is unobligated and unprogramed. 

This is by no means a situation unique to Nebraska. All other States are 
in the same category, as no State has ever matched all its Federal-aid 
allotments, 

Since the 1956 Highway Act anticipated a shortage of funds in 1960, and 
thus provided for this shortage by permitting a repayable advance from the 
general fund, it is beyond the comprehension of this writer how the same 
legislative body could now use this same argument to add additional inflationary 
taxes onto an already overtaxed commodity, just because it is easy to sell to 
the consuming public. 

I am, today, representing the nearly 1,000 oil jobbers in Nebraska who, 
through no fault of their own, must pay in advance to their suppliers, who 
are in direct competition with them, the Federal gasoline tax of 3 cents per 

allon. 
w These same suppliers have, in turn, 90 days to pay the U.S. Treasury. Con- 
sequently, a 1-cent increase on top of the already 3-cent Federal gasoline tax 
would mean you are imposing on this small businessman a 3314-percent increase 
in capital outlay of Federal tax he must pay to run his business, in direct 
competition with the giant oil companies who not only have the use of his 
money for 90 days but will not be hit by this increase of capital outlay. 

I ask you, Is this good legislation? 

We intend to publish a copy of this letter in the next issue of the Nebraska 
Oil Jobber along with comments to your replies thereto. 

Very truly yours, 
Grorce L. Watters, Secretary. 


There has been a lot of political, fiscal and publicity hocus-pocus out of Wash- 
ington about the shortage of money to keep the interstate highway construction 
going ahead at full steam. The Washington bureaucrats rent the air with 
loud wails about the highway trust fund being depleted, but nary a one will re 
frain from bellyaching long enough to give the public the facts. 

The highway trust fund was created by Congress in 1956. Federal taxes 
on gasoline, diesel motor fuel, tires, tubes, retread rubber, trucks, buses, trailers, 
and the truck-use tax were poured into the fund from which expenditures 
were to be made for Federal-aid highway construction and for no other pur- 
poses. From the effective date of the law to June 30, 1958, more than $31%4 
billion was dumped into the fund. Wouldn’t it be lovely if the Washington 
bureaucrats would tell the suffering taxpayers where the $3% billion went? For 
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instance, how many millions—or hundreds of millions—went to consulting 
engineering firms and for reimbursing public utilities for moving their wires, 
poles, or pipes from highway rights-of-way which they have been using rent free 
for years on end. 

What are the reasons for the deficit in the highway trust fund? For some 
strange reason the causes have not been fully revealed to the public. Since 
June 30, 1956, millions in tax dollars have been poured into the fund daily. 
The first charge against the fund amounted to nearly $2 billion. This mere 
trifle was set aside to meet the demands from the various States on their un- 
matched and unobligated Federal-aid highway funds dating, in some cases, as 
far back as 1916. This charge was a pure and simple move to relieve the 
general fund of an obligation of this amount. The Congress not only per- 
mitted this budget-juggling move, it suggested it. 

The 1956 Highway Act was drafted and enacted into law with the clear 
knowledge that the receipts of the highway trust fund would be insufficient 
to meet expenditures during the early years of the authorized highway building 
program. The House committee report stated that this condition would exist 
in the period 1960-68 and that repayable advances would have to be obtained 
from the general fund. The highway trust fund was not designed with the idea 
of being able to support the intended program on a pay-as-you-go basis. The 
law specifically provides that the fund may borrow from the general fund to in- 
sure the keeping of the highway building program on the intended schedule. 
And to guarantee that the general fund would be reimbursed for all such bor- 
rowings the excise taxes were imposed for a period of 3 years after the pro- 
gram was completed. 

Congress anticipated the current deficit in the highway trust fund and made 
provisions for short-term borrowing from the general fund. Why then does 
the administration demand an increase in the Federal gas tax instead of fol- 
lowing the law? And why don’t Members of Congress read at least some of the 
laws they have passed? The answer is simple. It’s easier to hang more gas 
tax on the meek, docile, and gutless owners of motor vehicles. 


HovseE oF REPRESENTATIVES, 
Washington, D.C., July 27, 1959. 


Mr. D. MILs, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D.C. 

DEAR CHAIRMAN Mitts: The attached communication from R. H. Tallman, 
of the Tallman Oil Co., Fargo, N. Dak., arrived in my office this morning, and 
Iam sending it on to you with the request that you bring Mr. Tallman’s views 
on the Federal gasoline tax to the attention of the members of your committee 
when considering relevant legislation. 

Mr. Tallman has requested that his letter be made a part of the hearings, and 
I hope that it will be possible for you to include his communication in your 
committee record. 

With kindest regards, Iam 

Sincerely yours, 
Don L. SHort. 


TALLMAN Ort Co., 
Fargo, N. Dak.-Moorhead, Minn., July 23, 1959. 

Hon. Don Snort, 

Representative from North Dakota, 

House Office Building, Washington, D.C. 

Dear Don: I am writing to you at this time to express my views on the sub- 
Ject of increasing the Federal gasoline tax. I am opposed to the increasing of 
this tax for several reasons, and among them the following: 

1. The taxing of gasoline and diesel fuel has long been a taxing power 
of the States. The Federal Government with the present 3-cents-per-gallon 
tax has already infringed too much on this source of revenue. 

2. I am advised that of the total gasoline and diesel tax now collected, 
plus the excise tax on automobiles and on tires, that only 58 percent of this 

total revenue is now channeled into the highway program. It’s obvious 
that if the balance of this tax revenue or even a part of it was channeled 
into roadbuilding, no increase in fuel taxes would be necessary. 
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3. On our present market here in Fargo, for example, 40 percent of what 
you pay for a gallon of gas is tax. Certainly this product is already bearing 
more than its share of the tax burden. 

4. When gasoline was first taxed many years ago, it was a luxury item. 
As we all realize, gasoline and diesel fuel are a necessity to our present 
way of life. Thus an increase in the tax on these items is bound to create 
many hardships on persons not able to bear these hardships. 

I certainly am against any curtailment of the Federal roadbuilding program. 
I feel that the roadbuilding program can be carried out without curtailment by 
financing it in the following manner. Channel the above-mentioned revenue 
(on gasoline, diesel fuel, automobiles, and tires) into the roadbuilding program, 
Reduce general expenditures by curtailing such paternalistic and socialistic 
programs as Federal housing, urban renewal, our present farm program, and the 
many other programs of this type. 

I am writing a letter similar to this to Quentin Burdick, with copies to Sen- 
ators Young and Langer. I would appreciate it very much that this letter be 
included in the records of the hearing on this issue. 

With best personal regards, I am, 

Sincerely yours, 

R. H. Taceman, 


House OF REPRESENTATIVES, 
Washington, D.C., July 22, 1959. 
Hon. D. 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D.C. 


Deak Mr. CHAIRMAN: Enclosed is self-explanatory letter received from Mr. 
N. R. Paschal, containing a request that the letter be included in the record of 
hearings on the subject of the proposed increase in tax on gasoline. 

Your consideration of his request will be appreciated. 

Thanking you, I am, 

Sincerely yours, 
JAMIE L. WHITTEN, 
Member of Congress. 


GRENADA, Miss., July 18, 1959. 
Hon. JAMIE WHITTEN, 
House of Representatives, Washington, D.C. 

Dear Sir: This letter comes to you with reference to the proposed increase 
in Federal gasoline and diesel taxes. 

Those who propose this legislation indicate that this is necessary for the 
financing of the deficit in the Federal highway program. 

Anything that proposes any new taxes on a product that is so heavily laden 
already, could not meet with the approval of the people who handle these com- 
modities. 

In the first place, Mississippi has 7 cents State tax on gasoline, 3 cents Federal 
tax, 3 percent State sales tax, plus one-half of 1 percent municipal tax in the 
city of Grenada. Mississippi already has the highest tax on gasoline of any 
State in the Union. Yet, on July 16, 1959, there is a writeup in the Commercial 
Appeal headlined Jackson, Miss., “Mississippi Sells Additional Bonds—Gasoline 
Revenue Issue Goes for $5 Million.—The new bond issue bring to $73,202,000 
bonds outstanding. Under a new statute the former $60 million ceiling on out- 
standing gasoline revenue bonds has been upped to $85 million.” 

In the discussion before Congress they mentioned about how many men will be 
idled by stopping the Federal highway program. Let me state right here, that if 
there are any additional taxes levied on this product there will be more service 
stations closed on account of this fact which means there will be more unem- 
ployed by the oil industry than there is by the stopping of the highway program. 

There are four service stations in the city of Grenada that represent an invest- 
ment of $100,000 that are now closed. There are more service stations in the 
city of Grenada that are now operated by the oil distributors and commissioned 
agents than there has been since the end of World War II. This has been 
brought about by the fact that rentals on service stations have been increased 
by the inflationary costs of producing service stations, with increased taxation, 
employment taxes, and increased social security taxes, property taxes, etc., 
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whereas the margin of profit on a gallon of gasoline has actually decreased dur- 
ing the past 5 years. 

A friend of mine recently made a vacation trip to Michigan and he told me 
that on his visit to Detroit it looked as if half the service stations were closed. 

Another point I would like for you to take time to read—about the amount of 
money going into the Federal till—that during the past fiscal year the Federal 
automotive and motol fuel taxes yielded $3,589 million, ending June 30,1958. Of 
this amount $1,510 million, or 42.1 percent, was diverted for nonhighway pur- 
poses. These taxes are more than sufficient to pay for the present Federal high- 
way system. 

The fact is, Jamie, in our opinion the Government is actually leading the 
parade in inflationary trends as well as performance. 

Another point I wish to mention as a final matter is that in our own State 
every newspaper is continuously bragging about the increased revenue from 
every type of tax that they have learned how to levy. This brings about a mis- 
conception of Mississippi’s prosperity. Many people, however, will tell you that 
Mississippi is a poor State. Mississippi is a rich State; it is just the people 
that are poor. And it has been proven through the last quarter century that if 
a tax ever goes on, it never comes off. There must be a stopping point on 
this ever-increasing burden or else the Government will be taking over the 
operation of the few items that they now do not control. 

I am appreciative of the time you have taken to read this letter and would 
thank you if it could be included in the record of the hearings of this issue. 

Yours very truly, 
N. R. 


House OF REPRESENTATIVES, 
Washington, D.C., July 21, 1959. 
Hon. W1LBUR D. MILLs, 

Chairman, Ways and Means Committee, 

House Office Building, Washington, D.C. 

DEAR WILBUR: Enclosed is a copy of a telegram I received today from the 
Yellow Cab Co., and the Badger Cab Co., of Madison, Wis. 

The taxi companies request a specific exemption from any proposed increase 
in the gasoline tax because they say they already pay a disproportionate share 
of the tax. 

I would appreciate your making their views a part of the hearing record on 
this matter. 

With kindest personal regards, 

Sincerely, 
RosertT W. KASTENMEIER, 
Member of Congress. 


MapIson, WIs. 
Hon. Rosert W. KASTEN MEIER, 
House of Representatives, Washington, D.C. 

Dear Sir: We request specific exemption in proposed legislation increasing 
gas taxes on the ground that as primarily nonhighway users we already pay a 
disproportionate share of the present tax. Other nonhighway users now have 
such exemption we have not. Because of local licensing and rate-setting regu- 
lations we have no way of passing on this adidtional expense. We therefore 
respectfully request your support in presenting our request. 


Respectfully yours, 
YELLOW CAB Co. 


BapbGeR CaB Co. 


Tue ATLANTIO REFINING Co., 
Syracuse, N.Y., July 16, 1959. 

Hon, R. WALTER RIEHLMAN, 

House Office Building, Washington, D.C. 

My Dear Mr. RIEHLMAN: As you can see from this letterhead, I am an 
employee of the oil industry and as such I am becoming increasingly alarmed 
over “luxury” taxes being imposed upon one of our principal “necessities’— 
gasoline. 
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As you know, the gasoline tax presently in New York State amounts to ap- 
proximately 30 percent of the retail price. Isn't it about time that gasoline 
be considered a necessity and tax it as a necessity rather than a luxury? 

As one of your constituents, I urge you to vote against any further increase 
in gasoline taxes, and, in addition, to make this letter a matter of record at the 
hearings to be conducted by the Ways and Means Committee of the U.S. Congress, 

Cordially yours, 
R. N. HEIster, 
Manager, Direct Marketing. 


LOUISVILLE AUTOMOBILE CLUB, INC., 
Louisville, Ky., July 14, 1959. 

Representative C. Watts, 

House Office Building, 

Washington, D.C. 


Dear Mr. Watts: At a meeting of the executive committee of this club held 
yesterday, it was voted that our position be restated as being opposed to any 
increase in Federal gasoline tax. Further, that we support the AAA policy 
of favoring the issuance of short-term revenue bonds to meet the deficits in the 
highway trust fund for the fiscal years 1961 and 1962. 

The membership of the Louisville Automobile Club, as of this date, totals 
54,206, and our board feels that its policy is in accord with the sentiment of the 
great majority of these members. 

It is not necessary to remind you that the gasoline tax as now imposed, Fed- 
eral and State, represents about 48 percent of the cost of the commodity at the 
pump in Kentucky. There is danger that an additional tax on gasoline would 
reach the point of diminishing returns and further affect the economy of the 
entire State in the curtailment of necessary transportation. 

Our highway commissioner, Ward Oates, said recently in a public statement: 
“T think the 11%4-cent tax per gallon or any tax on gasoline ought to be left to 
the States.” 

In this connection, we must remind you of the fact that in the Commonwealth 
of Kentucky there are between 60,000 and 70,000 miles of public roads. The 
obligation rests largely upon the State authorities to improve and maintain the 
bulk of that mileage, and the source of revenue to the highway department 
does largely come from the present 7-cent State tax which is now excessive 
compared to a 6-cent State tax on the national average. 

In Kentucky an amendment to the constitution passed several years ago by 
a vote of the people does safeguard these funds for the purpose for which they 
are levied ; namely, the improvement of highways. 

We urge that you stand firmly against any increase in Federal gas tax levies. 

As a member of the House Ways and Means Committee, I would appreciate it 
if you would file this letter as a form of a brief with the committee. 

Very truly yours, 
EvuGENE Stuart, Secretary. 


HOovsE OF REPRESENTATIVES, 
Washington, D.C., July 15, 1959. 

Hon. 

Chairman, House Committee on Ways and Means, 

Washington, D.C. 


DEAR CHAIRMAN Mirts: I am taking the liberty of enclosing a telegram re- 
ceived from Mr. Clive R. Lane, manager of the Automobile Club of Kansas, 
voicing the opposition of 20,000 members of that organization to an increase in 
the Federal tax on gasoline. I would appreciate your making this communica- 
tion a part of the hearing record. This correspondence is in further evidence 
= the feelings of the people of the State of Kansas in regard to the proposed 
ncrease. 

I also would like to go on record as being opposed to the proposed 114-cent 
increase in the Federal tax on gasoline. 

Your cooperation is appreciated, and with cordial wishes, I am, 

Sincerely yours, 
J. FLoyp BREEDING, 
Member of Congress. 
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ToreKA, KAns., July 12, 1995. 
Representative J. FLOYD BREEDING, 
House Office Building, Washington, D.C.: 

Twenty thousand Kansas AAA members are opposed to further increase in 
Federal gasoline tax, such taxes now adding 42 percent to retail price. The 
Automobile Club of Kansas believes it unfair for motorists to be saddled with 
additional tax burden. Our members support short-term revenue-bond finance 
plan. Senate Joint Resolution 109 of June 16, 1959, introduced by Senator 
Case, provides for type of interim short-term financing. We feel it represents 
most feasible method yet advanced to solve dilemma on an interim basis and keep 
highway program on schedule without at this time either adding to Federal 
deficit or raising highway users’ tax burden. We respectfully urge this proposal 
be given your most careful consideration. Our members will appreciate your 
efforts in this important matter. 

AUTOMOBILE CLUB OF KANSAS, 
CLIVE R. LANE, Manager. 


OF REPRESENTATIVES, 
Washington, D.C., July 27, 1959. 
Hon. D. MILs, 

Chairman, House Committee on Ways and Means, 

House of Representatives, 

Washington, D.C. 

Dear MR. CHAIRMAN: It would be greatly appreciated if you could have the 
attached copy of a telegram made a part of the printed record on the subject 
of financing the Highway Trust Fund. 

Thanking you and with kindest regards, I am 

Sincerely yours, 
BuitcH, 
Member of Congress. 


GA. 
Hon. Irts BLiTcH, 

House ef Representatives, 

Washington, D.C.: 

Please oppose any form of increase in the Federal tax on gasoline and diesel 
fuels. Also, work diligently for favorable action on H.R. 101, H.R. 3196, and 
H.R. 5116. Include this wire in the record of the hearings on this issue. 
TANKERSLEY-SHIVER Co., INC., 
CLEON TANKERSLEY. 


HOUSE oF REPRESENTATIVES, 
Washington, D.C., July 28, 1959. 
Hon. WILsur D. MIL3s, 

Chairman, Ways and Means Committee, 

House of Representatives, 

Washington, D.C. 

Dear Mr. CHAIRMAN: Attached hereto you will find a letter I received from 
Mr. E. P. Godwin, Jr., Godwin Oil Co., Wilmington, N. C., concerning the pro- 
posed increase in the Federal gasoline tax. 

I would appreciate your placing Mr. Godwin’s letter in the record of the 
committee hearings on this subject. 

Most sincerely, 
ALTON LENNON. 


GopwItn Orr Co., 
Wilmington, N.C., July 23, 1959. 

Hon. A. LENNON, 

House of Representatives, 

Washington, D.C. 

Dear ALTON: Hearings started July 22 on ways and means of financing the 
deficit in the Federal highway program. I feel that gasoline should not be taxed 
further to finance this program. In North Carolina we already have 10% cents 
per gallon tax on gasoline which represents approximately 40 percent of the 
wholesale cost. I would like for you to register my protest against further taxa- 
tion of gasoline for any purpose. 
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If it should become necessary to place a small increase on gasoline please 
include in the legislative act provisions that would provide the change of level 
of imposing the gasoline tax from the time of sale by the manufacturer to the 
time of sale by the wholesale distributor (I am a wholesale distributor) as pro- 
vided in H.R. 101, the Harrison bill. This feature would provide a small meas- 
ure of relief capitalwise for small business like myself in that we would be 
able to pay the tax to the Federal Government after we sell and collect for the 
gasoline rather than pay it direct to the manufacturer when we actually receive 
it and have our money tied up in the tax while it is in our storage and the manu- 
facturer who is our supplier uses this money for himself before he has to turn 
it over to the Federal Government. Any further increase in gasoline taxes 
would require additional capital and place a further burden on small distributors 
like myself unless some relief was provided as asked for in H.R. 101. 

I would like for you to include this letter in the record of the hearings on the 
bill and also keep me informed of any new developments in regard to the bill. 
Sincerely yours, 


E. P. Gopwin, Jr. 


OF REPRESENTATIVES, 
Washington, D.C., July 24, 1959. 

Hon. D. MILLs, 

Chairman, Committee on Ways and Means, 

Washington, D.C. 


Dear Mr. CHAIRMAN: Attached is a letter I have received from my constituent, 
Mr. R. M. Cartwright, of Pharr, Tex., protesting any increases in the Federal 
tax on gasoline and diesel fuel. 

It is respectfully requested that Mr. Cartwright’s letter be considered in con- 
nection with the hearings on this legislation, and if possible, that it be made a 
part of the hearings. 

Thank you for any consideration you may give my request, and with kindest 
personal regards, I am 

Sincerely, 
M. KILGoRE. 


CARTWRIGHT Co., 
Pharr, Tez., July 20, 1959. 
Hon. Jor M. 

Congressman, 15th District, 

Capitol Building, Washington, D.C. 


DEAR JoE: I am writing you about the proposed increased amount of the Fed- 
eral gasoline and diesel fuel tax. I understand that this hearing is to come up 
on July 22. I want you to know that I am against this increase, and so are the 
members of the Texas Oil Jobbers Association. I feel that there is too much 
of the present tax on gasoline being diverted at the present time. I am not in 
favor of an increase of a temporary nature. It seems that once it’s on it’s hard 
to get it removed. 

Should there be no other way but to increase the tax on fuel, then I would like 
to see the bill to change the level of paying the gasoline tax from the time of 
sale by the manufacturer to the time of sale by the wholesale distributor. 
This is bill H.R. 101 by Harrison, of Virginia. 

I would like for my letter to be included in the hearings on this issue and 
made a part of the record of such hearings. 

Best regards. 

Your friend, 


R. M. Cartwricut, Owner. 


House OF REPRESENTATIVES, 


Washington, D.C., August 1, 1959. 
Hon. D. 


Chairman, Ways and Means Committee, 
House of Representatives, Washington, D.C. 

Deak Mr. CHAIRMAN: Mr. John F. Martin, of John F. Martin & Sons, Mount 
Vernon, Wash., has requested me to submit the enclosed letter to you in order 
that it may be included in the record of hearings your committee holds on the 
Federal tax on gasoline and diesel fuels issue. 

Sincerely yours, 


JACK WESTLAND, 
Member of Congress. 
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JouN F. Martin & Sons, 
Mount Vernon, Wash., July 21, 1959. 

Re Federal tax on gasoline and diesel fuels. 

JacK WESTLAND, 

New House Office Building, Washington, D.C. 

DEAR JAcK: With a present tax on gasoline of 6% cents per gallon for the 
State and 3 cents for the Federal Government it seems inconceivable to raise it 
more. 

Our business is such that to increase the tax can only curtail sales. 

Our profit, as a distributor, is only 2.6 cents per gallon on regular and 3.1 cents 
per gallon premium. It does not seem fair nor just for the tax on this product 
to be so much more than the profit that we make. 

Under present laws we pay the above tax whether we collect for the sale or 
lose the product by leaks, spillage accident, or evaporation. 

If taxes are increased, the least that could possibly be done, would be to change 
the level of collecting the tax by providing in the bill the provisions called for in 
the Harrison bill, H.R. 101. 

Your consideration of our request to work against an increase in Federal tax 
and if unable to defeat, to work for a change in the level at which the tax is 
collected will be appreciated. 

We would also like to request that this letter be included in the record of the 
hearings of this issue. 


Yours very truly, 
JOHN F. MARTIN. 


Witson Gas & O1L Co., INc., 

Lancaster, 8.C., July 20, 1959. 
Hon. OLIN D. JOHNSTON, 

U.S. Senator, 
Washington, D.C. 

Dear SENATOR: Please have this letter recorded in the record of the hearings 
beginning on July 22, 1959, before the House Ways and Means Committee con- 
cerning increase in Federal gasoline taxes, as a vigorous protest against said 
increase. 

The petroleum industry of which we are a very small part is already carrying 
its share of the tax burdens, and the interstate roadbuilding program was pro- 
moted as a pay-as-you-go project and I sincerely believe will do that very thing 
at the present rate of gasoline tax; without thrusting upon our shoulders addi- 
tional taxes at this time. Please do whatever is possible to prevent any increase, 
and should there be a necessity for any tax increase please have an amendment 
added including the provisions of the Harrison bill (H.R. 101) which would 
change the level of imposing all gasoline taxes, from the time of sale by the 
manufacturer to the time of sale by the wholesale distributor. 

Thanking you for your interest in this very vital matter, I am, 

Yours very truly, 
E. CLYBURN WILSON. 


Conpon Ort Co., 
Ripon, Wis., July 17, 1959. 

Representative Witt1AmM VAN PELT, 

House Office Building., 

Washington, D.C. 

DEAR CONGRESSMAN VAN Pett: I wish to express to you my opposition to any 
attempt to increase the Federal taxes on gasoline during this session of the 
Congress. Seems to me it has been proven over and over again that the Federal 
highway program is an item of defense, and, therefore, should be paid for by 
all the people, instead of adding to an already overtaxed necessary item. 

If there is no way out—other than some compromise increase—then you 
people on the Ways and Means Committee should certainly give us oil jobbers 
the same consideration the statutes now give to the major oil companies ; namely 
to allow us to pay this tax to the Government in the same manner as they do. 
The Harrison bill (H.R. 101) and other similar bills would accomplish this 
purpose. 

I would like this letter to be included in the record of hearings on this issue. 


Sincerely, 
D. B. Connon. 
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U.S. SENATE, 
COMMITTEE ON THE JUDICIARY, 
July 28, 1959. 
Hon. D. MILLs, 
Chairman, House Ways and Means Committee, 
New House Office Building, Washington, D.C. 

DEAR WILBUR: I am enclosing several letters recently received from my con- 
stituents expressing their opposition to any increase in the Federal tax on gaso- 
line. 

You will note that they have requested that their letters be made part of your 
committee’s records on this legislation. 

With all kind wishes, I am 

Sincerely yours, 
Sam J. Ervin, Jr. 


E. J. Pore & Son, 
Mount Olive, N.C., July 17, 1959. 
Hon. Sam J. ERVIN, 
U.S. Senate, 
Washington, D.C. 
My Dear SENATOR: The purpose of my communication is to let you know that 
I bitterly oppose any increase, regardless of any amount, of Federal taxes on 
gasoline, diesel fuel, and special motor fuels. The taxes now, both Federal and 
State, constitute over one third of the retail price in my marketing territory. 
However, if despite my objections, the Federal increase is inevitable, then I 
would strongly urge for the provisions of Harrison bill (H.R. 101) changing the 
level of imposing the gasoline tax from the time of sale by the manufacturer to, 
the time of sale by the wholesale distributor be included. 
I would like for this communication to be included in the record of the hearing 
on this issue. 
Many thanks for your efforts, 
Sincerely yours, 
E. J. Pore, Jr. 


Hooks & LAYNE O1L Co., 
Smithfield, N.C., July 21, 1959. 
Hon. Sam J. Ervin, 
Senate Office Building, 
Washington, D.C. 


Dear Sir: It is my understanding that hearings began today for the purpose 
of finding means to finance the Federal highway program. From all I have read 
on the subject recently, it appears that additional Federal taxes on gasoline 
are almost certain to be voted. 

I would like to register my strong opposition to any further increases in the 
Federal tax on motor fuels. In my opinion, there would be no deficit in the 
highway trust fund if Federal automotive taxes already being collected were 
not used to subsidize other functions of our Government. I believe the record 
will show that in the year ending June 30, 1958, a total of 42 percent of Federal 
automotive taxes collected went into the general fund of the Treasury instead of 
into the highway trust fund. If this diversion were eliminated, I believe it 
would be possible to reduce Federal gasoline taxes rather than being in the posi- 
tion of attempting to increase them further. 

I will appreciate your serious consideration of this matter in the hope that 
you will see fit to oppose any increase in these taxes. I would also like to request 
that this letter be included in the record of the hearings on this issue. 

With kindest regards, I am 

Yours very truly, 
W. A. Hooks. 
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McMILLANn-SHULER O11 Co., INC., 
Fayetteville, N.C., July 17, 1959. 
Hon. Sam J. Ervin, Jr., 
Senate Office Building, 
Washington, D.C. 

Dear Sir: I am writing to ask you to vote against any increase in Federal 
taxes on gasoline, diesel fuel, and special motor fuels. These products are a 
necessity, not a luxury, but they are now taxed higher than luxury items. 

The funds derived from the present taxes should be used for highway construc- 
tion only, and not diverted to other uses. If this was the case, the present taxes 
would be adequate to finance construction of highways, and it would not be 
necessary to increase taxes on gasoline, on which taxes now amount to 43 percent 
of its price before Federal and State taxes. 

If a bill to increase Federal taxes on gasoline should be passed, regardless of 
our objections, it is imperative that the bill providing for such an increase in- 
clude the provisions of the Harrison bill (H.R. 101) which would change the 
level of imposing the gasoline tax from the time of sale by the manufacturer to 
the time of sale by the wholesale distributor. It is unfair and it works a great 
hardship on small businesses such as ours to pay the tax before we sell the 
product. In our farm accounts we have so much of our working capital tied up 
in taxes (3 cents Federal tax, 744 cents State tax per gallon) for periods ranging 
from 3 months to a year. 

I humbly request that this letter be included in the record of the hearings 
on this issue. 

Thanking you for your grave consideration of this whole matter, I am, 

Sincerely yours, 
FLORENCE J. MCMILLAN. 


Cox Co., 
Hot Springs, Ark., July 22, 1959. 
Hon. WILBur D. MILs, 
Chairman of the Ways and Means Committee, House Office Building, Washing- 
ton, D.C. 

Dear Mr. Mitts: First, I wish to go on record as being unalterably opposed to 
increasing the Federal tax on gasoline for any purpose until such a time when 
the entire revenue derived from the present 3-cent tax is spent on roads 100 
percent. 

If, however, you find that an increase in gasoline taxes will be passed regard- 
less of objections, then I, as a wholesale jobber, plead with you to support 
Harrison’s bill, H.R. 101, or some similar bill that will change the level at which 
Federal taxes are imposed. As it is now, I have to pay the Federal tax in 
advance to my refiner supplier upon receipt of invoice. There are no allowances 
made on this tax for ordinary losses due to evaporation, spillage, or casualty. 
In my experience in handling gasoline this loss will average at least 2 percent. 
Since my Federal gasoline taxes last month amounted to $4,890, which were 
paid in advance, it is simple arithmetic to arrive at a figure of $122.10 loss repre- 
senting interest and evaporation loss due to Federal gasoline tax alone. 

I cannot believe that it is the intent of the Congress to impose any such hard- 
ship on small businesses such as mine. 

It is my information that the chief objections to changing the level at which 
Federal gasoline taxes are imposed comes from the internal revenue depart- 
ment. If you will refer to their form 720, a copy of which is attached for your 
convenience, you will note that they already have the forms and the facilities 
for handling this tax from any source. The return on this tax form from 
bonded State distributors could be very simple indeed. I think it is high time 
that this Government department be made to realize that they are working for 
the taxpayers and ‘not the taxpayers working for them. 

I trust that I have made myself clear and that I am not overzealous on the 
subject. I know from the past that you will use your very best judgment; 
therefore, a reply to this letter is unnecessary. 

With the kindest of personal regards, I am, 

Yours very truly, 
Jesse E. Cox. 


4 
| 
: 
; 
i 
be. 
7 


HIGHWAY FINANCING PROGRAM 


U.S. SENATE, 
COMMITTEE ON APPROPRIATIONS, 
July 20, 1959. 
Hon. Wiisur D. MILLS, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D.C. 


Dear Mr. CHAIRMAN: I am taking this occasion to furnish you with the en- 
closed communication sent to me by the State road commissioner of West Vir. 
ginia regarding the jeopardy in which the Federal aid highway construction pro- 
gram in West Virginia may be placed in the event suitable Federal action is not 
forthcoming to ensure continuation of the program. The information, I believe, 
should be at hand for the consideration of this program, scheduled by your com- 
mittee for July 22. 

With kind regards, 

Sincerely yours, 


Rosert C. Byrn. 


THE STATE RoApD CoMMISSION OF WEST VIRGINIA, 
Charleston, July 17, 1959. 

Hon. Rosert C. Byrp, 

U.S. Senate, Washington, D.C. 

Dear SENATOR Byrp: The status of our West Virginia Federal aid highway 
construction program appears to be in serious jeopardy unless Congress takes 
action to remedy the situation. 

We have previously advised that we will award our last contract on the 
Interstate System by around January 1, 1960, if no apportionment is made for 
the 1960-61 fiscal year. We have estimated that there will be approximately 
$96 million of highway investment idle for at least 2 years if the program is 
interrupted. 

Even more serious is the language in the 1960 fiscal year Commerce Depart- 
ment Appropriation Act which would limit reimbursements to the States on 
Federal aid participation projects to the amount of money in the trust fund. 
The Bureau of Public Roads has estimated that at the present rate the surplus 
in the trust fund will be wiped out this fall and as a result reimbursements to 
the States will have to be delayed. This is a disastrous situation and if not 
clarified and remedied will necessitate immediate discontinuance of any further 
contract lettings, stopping of all right-of-way acquisition, cutting all State 
maintenance work to emergency work only, and possibly halting payment to 
contractors on contracts already in force. 

In the past when an apportionment was made to the States it has been as- 
sumed that Federal moneys would be available for reimbursement upon call 
Binding contracts have been awarded by the State to contractors on the assump- 
tion that immediate reimbursement of the Federal share was assured. The 
State road commission operates on an expenditure type budget; a budget not 
based on the amount of contracts to be let but based on the amount of expendi- 
tures that will be made only during the year. The revenue in our budget from 
Federal aid is based on the amount of money that will actually be requested for 
reimbursement during the year. Any change in that revenue estimate as a result 
of delays in obtaining Federal reimbursement would create a disastrous effect 
on our road program. This fact can be readily understood when one considers 
that Federal-aid reimbursement during the year ending December 31, 1959, will 
make up approximately 50 percent of our total revenue. 

The language in the 1960 fiscal year Commerce Department Appropriation 
Act, limiting reimbursements to States to the amount of money in the trust fund, 
coupled with the knowledge that the trust fund will be $500 million short by 
June 30, 1960, of meeting its obligation to the States, places the State road com- 
mission in a difficult position. It is feared unless Congress takes immediate 
action or advises the State of what to anticipate that the West Virginia road 
program will have to be halted. Action must be taken by Congress to eliminate 
the deficit in the trust fund or make other provisions in order for the State to 
have assurance that funds will be available upon call. 

Sincerely yours, 


Patrick C. GRANEY, Commissioner. 
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U.S. SENATE, 
Washington, D.C., July 27, 1959. 
Hon. D. MILLs, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D.C. 

DeaR WILBUR: Although you have concluded your hearings on highway financ- 
ing, I am sending a copy of a letter and other material which I have received 
from the Utah State Road Commission. As you will see, unless this State re- 
ceives some assurance within the next 2 weeks that funds will be available, the 
road commission must stop $20 million worth of construction projects. 

I sincerely hope that the Ways and Means Committee will consider the facts set 
forth in the enclosed material as you mark up your bill. 

With kindest personal regards. 

Sincerely, 
WALLACE BENNETT. 


Stare Roap CoMMISSION OF UTAH, 
Salt Lake City, Utah, July 22, 1959. 


Senator WALLACE F. BENNETT, 
Senate Office Building, 
Washington, D.C. 

DEAR SENATOR BENNETT: Since our previous letters to you on the subject of the 
effect on Utah’s road building program if Federal funding were suspended, addi- 
tional complications have arisen. Our commission was informed by Federal 
highway officials at the Western Association of State Highway Officials Con- 
vention in Billings, Mont., June 21-26, that the trust fund would be depleted next 
spring, perhaps as early as February of 1960. They indicated that from that 
point on the Bureau of Public Roads would be unable to honor our vouchers even 
though the work had been programed previously and work was underway. 

Rather than place ourselves in an untenable financial dilemma, the commis- 
sion met and decided that no more Federal aid participating work would be 
advertised. However, those projects which were advertised prior to the deci- 
sion and those projects that had progressed through bid opening would proceed 
as scheduled. It was felt, and careful study of our total financial picture 
indicated, that those obligations could be met by the commission within the 
February deadline. Some small State projects requiring no Federal moneys 
were exempt from these new restrictions. 

This announcement met with considerable consternation on the part of the 
contractors. However, the commission could not see its way clear to any other 
course of action that was consistent with its imposed legal restrictions and 
financial responsibilities. 

The recent exchange of letters by Mr. A. E. Johnson, executive secretary of 
American Association of State Highway Officials and Mr. B. D. Tallamy, Federal 
Highway Administrator, copies of which are enclosed, indicate that the Federal 
financial picture is even worse than related at the Billings convention about a 
month ago. Mr. Tallamy states that the depletion of funds and the holding up 
of our vouchers will begin this fall. A subsequent phone conversation with Mr. 
Armstrong has led us to believe that October 15 will probably be the termination 
date for reimbursement of our vouchers. In actual practice this will mean that 
any expenditure by the contractor after September 1-15 will not be reim- 
bursed. 

The required procedure requires that the contractor make actual payment 
for materials and labor and submit vouchers to the road commission in the 
form of pay estimates and, after checking, receive payment for the amounts 
shown. ‘The road commission then (and not before) may submit vouchers to 
the Bureau of Public Roads, supported by evidence that actual payment has been 
to the contractor, and in time receive reimbursement. These procedures re- 
quire at least 30 days and in some cases as much as 60 days. Thus, the dilemma 
becomes even more critical. Unless there is some assurance within the next 2 
weeks that reimbursement can be made after October 15, 1959, we must begin 
shutting down some $20 million worth of construction projects throughout the 
State. All of this will be at added cost to the contractor and the State. And 
all at the time of the year when ideal construction weather prevails. 

Since the commission action imposing the first restrictions, already referred 
to, and the receipt of Mr. Tallamy’s letter dated July 13, 1959, we have opened 
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bids of $6,800,000 worth of construction. Only a year or so ago we were working 
under pressure to get funds obligated that were authorized by Congress to help 
turn the recession then of concern throughout the country. We met this chal- 
lenge and achieved the goal. Now we are faced with shutting down about five 
times as much work as was started during that emergency period. There can 
be no question about the resulting economic effects. There can be little wonder 
that many feel we don’t know where we are headed in the highway program. 
We have felt it necessary in the light of this development to inform the con- 
tractors of the above projects that they may proceed with the full understand- 
ing that it may be necessary for the road commission to order to halt in their 
construction at any time. We have also found it necessary to practically dis- 
continue all right-of-way procurement in order to obligate as little of the avail- 
able funding as possible. 

The attached sheet, “Estimated Financial Position as of September 30, 1959,” 
indicates a financial position that is most untenable. As of September 30, we will 
have obligations in the form of construction contracts and our own personnel 
for operations and maintenance amounting to some $24 million. To liquidate 
this obligation we will have only $4 million of our own State money. Thus, if we 
have no indication of what Congress intends to do within the next 10 days or 
2 weeks we must of necessity close down virtually all construction of roads in 
the State. The attached list shows the projects that will be affected. 

Several of the contractors have expressed confidence that Congress is well 
aware of the position in which all these matters place our road building pro- 
gram and feel sure that some remedial legislation will be enacted. On the basis 
of this faith, they have suggested to us that we go ahead with normal planning, 
designing, advertising, and awarding of contracts. Our responsibility to the 
citizens of the State, however, precludes the possibility of adopting this sug- 
gestion since any small chance of failure on the part of Congress to act favor- 
ably would essentially bring us to a bankrupt situation, completely unable to 
meet our contractual obligations. The Bureau of Public Roads is not party to 
any of these contracts for construction and the obligations to pay them rests 
solely with the State road commission. To be sure the Bureau of Public Roads 
officials are sympathetic, but they of course are bound by the acts of Congress. 
Sympathy does little to pay off contractual obligations. 

However, as a demonstration of our faith in both the validity of the highway 
program and congressional responsibility toward it, our planning and design 
departments are continuing on schedule in the preparation of plans to be ready 
for advertising the minute funds are available. 

As already pointed out, the aspect of all this jockeying back and forth on 
funding that concerns the road commission immediately is that it all comes 
during the time of year when the weather is most advantageous for construction 
and we would normally be accelerating rather than halting the awarding of 
contracts. It cannot help but be a breeder of bad publicity and poor public 
relations for all agencies associated with the highway program. 

There is one other item we must bring to your attention. Mr. Johnson refers 
to it in his letter (copy attached) as the “Contract Authority-Reimbursement 
Assurance” provision. The language in the 1960 road appropriation act as inter- 
preted by Mr. Tallamy would mean that approval of our contracts by the Bureau 
of Public Roads would not necessarily mean that money was set aside to meet 
our vouchers as has been the case since the beginning of our joint functions 
many years ago. This would obligate the road commission for all of its avail- 
able moneys with nothing available for quite some time to handle maintenance 
and budgeted functions of the commission. We feel very strongly that a re- 
appraisal must be made of this facet of the legislation. There is no apparent 
reason discernible to us why the previous method of handling this matter cannot 
be continued to the mutual benefit of the Bureau of Public Roads, the road com- 
mission, and thus to the public in general. 

The very fine job you are doing in our behalf is very much appreciated. 

Sincerely yours, 
R. Morcan, Director of Highways. 


Errect Upon THE STaTe ROAD CoMMISSION oF TITAH AND THE FEepERAL AID INTER- 
STATE PROGRAM IF INTERFUNDING Is SUSPENDED FoR Fiscat Year 1959-60 


The planning and programing department of the State road commission has 
indicated that anticipated Federal funds available for construction and engi- 
neering on interstate projects from July 1959 to June 1960 are $24,500,000. 
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If these funds are suspended to any degree, the calculations of the total effect 
on our operations would be based on the following considerations : 
(a) One man can design $400,000 on interstate projects in 1 year—60 
percent for roadway design, 40 percent for structural design. 
(b) The construction department anticipate the use of 150+ men on 
survey crews for proposed and planned interstate construction. 

Based on the foregoing assumptions a 25-percent reduction in funding would 
result in an approximate layoff in the 3 departments (highway design, structural 
design, highway construction) of 52 men. A 50-percent reduction in funds would 
mean a layoff of 106 men. A 100-percent reduction of funds would mean a layoff 
of 211 men. 

In addition to the primary effect on these three departments the commission 
would also suffer a secondary reduction in operating personnel over the total 
commission of a number d:fficult to estimate (total employment as of March 1, 
is 1,428). 

As indicated by the attached sheets of “A Tentative Financial Guide for 
Completion of the Interstate System in Utah,” these portions of 1-15 that will 
serve to put in operation the sections of highway already under construction ; 
ie., 14th North to 1st South in Salt Lake and 16th North to 16th South in 
Orem, will be directly affected. This will leave an investment of $7,815,000 
the first project, and $4,500,000 second project, sitting idle and unusable until 
the resumption of funding permits the construction of the connecting link to 
24th South in Salt Lake and the connecting links to Provo and Lehi in Utah 
County. 

Other considerations involve the fact that nearly all contractors engaged 
in roadbuilding operations have anticipated this volume of construction and 
have correspondingly increased their staffs and have made equipment purchases 
of prime earthmovers, gravel crushers, and paving machines; all of which would 
cause a tremendous financial burden if funding were reduced, temporarily 
suspended, or discontinued. 


List of projects that will be affected by funding suspension 


Balance of 
Project description contractual 
obligations as 


Interstate: of June 30, 1959 


Creek Wash, Iron $215, 446 


Gove Routh to. 1, 845, 685 


5th North to 13th South, Salt Lake City_..........--._-_------ 


Snowville Southeast te 


North Salt Lake urban 412, 404 
1st South to 14th North, Salt Lake City...............-..--... 1, 205, 321 

18, 185 
16th South to Northwest 16th North, Orem__ __--------------- 898, 476 


Primary: 


East of Henefer to west of junction State Route 158_____.___---- 78, 898 


Gresmdais North to Fiaming Gorge... 
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List of projects that will be affected by funding suspension—Continued 


Balance of 
Project description contractual 


obligations as 
Primary—Continued of June 30, 1959 


13 miles north Monticello to north 
Big Spring Wash to Icelander Wash 
South Carbon to Emery County line north to Price 


Subtotal 


Secondary: 

Lehi east to U.S. 91 

La Sal to Northeast Utah-Colorado line 

Manila West and North to Utah-Wyoming line 

West of Nephi to Jericho 

East American Fork to junction, to west State road 146 

State Road 80 North to Alpine 

Neola to White Rocks Road 

Moab to Castleton 

Northwest of Beaver to Millard County line 

Blue Creek North to Idaho line 

Ogden River Bridge and approaches 

Utah-Colorado line west to La Sal 

Seofield to Clear Creek 
197, 765 
122, 494 
205, 423 

97, 701 

Bear River Bridge to West Smithfield 149, 259 
9th east to 48th south to 78 south 53, 385 
Montezuma Creek Bridge 65, 044 
Salina south to Gooseberry Creek Valley 170, 254 


Approximately 5 miles west of Henrieville, east 188, 484 


2, 262, 225 
214, 039 


D projects: 
Manti to Ephraim___ — 
Nye’s Corner to 31st St., Ogden 
Fort Duchesne to Junction State Route 209__..._-_-_---_---_-_ 
Cat Canyon to Sunnyside Junction 


4th South Main to 9th East, Salt Lake City 
Crescent Junction to Valley City to Moab___- 
Levan to Fayette near county line___ 
N.T. to 9th North Redwood Road_- 
21st South to N.T. Redwood Road 
35 South to 21st South Redwood Road 
Orem Bench to 9th North 18th South 
7th East to Draper to 78th South 
Sunnyside Junction to Emery County line_ 
Carbon to Emery County line southeast____.-_-_--.----------- 
Blanding to Devils Canyon to Monticello. 


Subtotal 


Miscellaneous : 
Utah-Colorado line west to La Sal 31, 648 
Three Lakes, northwest__-_ 43, 698 


75, 346 
Grand total__- 


476 
— Urban : 13th south to Simpson Ave. on 7th east SLC, subtotal__ 
29, 908 
378, 100 
142, 590 
— 9, 677 
62, 929 
---------- 
a 75, 061 
= 
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OFFIcE MEMORANDUM, STATE Roap COMMISSION OF UTAH 
JULY 21, 1959. 


To: Elmo R. Morgan, Director of Highways. 
From: Dean R. Steed, Chief Accountant. 
Subject: Estimated financial position as of September 30, 1959. 


Fund available Sept. 30, 1959, if we continue as planned at 


present: 
Revenue from Bureau of Public Roads, July 1, 1959, to Sept. 
Additional revenue (other than Federal) 140, 000 


Estimated gas money, July through September__--____--__-_-_-~ 


Estimated expenditures, July 1, 1959, to Sept. 30, 1959: 


Obligations as of Sept. 30, 1959: 


Bat. Jane 90; 1000... 6, 698, 850 


List oF Prosects Tuat WiLL Be AFFECTED BY FUNDING SUSPENSION (THOSE 
AWARDED SINCE JULY 1, 1959) 

Project description Estimated project 

Primary: agreement amount 


Roosevelt and Duchesne, on U.S. 40 from Roosevelt easterly 
to the Uintah River—on State Route 88, junction of U.S. 40 


2d west to State St. on 4th south—Nine east to Hemstead 
Road—13th E St. from 4th to 6th south_.__-_------------ 493, 908. 64 
Interstate: 
Interstate Highway 15 from 18th to 28th in Salt Lake 
Between Pintura and Anderson’s Junction____._____-______ 45, 270. 91 
Between Howell and Blue Oreek...............-.-.....-..- 88, 406. 50 
Secondary: 
State Road 21, Beaver southwesterly 10.6 miles toward 
Junction of State Route 22 and State Route 62, northerly to- 
ward angle 206, 748. 52 


Total 7, 236, 957. 27 
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21,331,268 
Urban 26, 682 
628, 062 
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HAWKEYE Co., INc., 
Marshalltown, Iowa, July 30, 1959. 
Subject: Federal motor fuel tax, H.R. 1343 (Schwengel bill), H.R. 1253, 
S. 1083 (fair trade). 
House Ways AND MEANS CoMMITTEE, 
U.S. Congress, Washington, D.C. 


GENTLEMEN: May this letter serve to inform you that, as a petroleum jobber, 
I am very strongly opposed at the present time to any increase in the Federal 
motor fuel tax imposed upon the sale of gasoline, diesel fuel, and special motor 
fuels. I am convinced that a substantial part of the motor fuel tax moneys 
has been detoured from use in the Federal highway program to defray ex- 
penditures as general fund, for which some other kind of tax revenues should 
be used. In my opinion, the motoring public should not be penalized for this mis- 
use, at least in part, of motor fuel tax money. Furthermore, I feel that such 
an increase n the Federal tax on gasoline would be detrimental and work a 
hardship on my business by absolutely destroying the incentive for the average 
consumer to buy and use gasoline for pleasure driving. 

If, however, irregardless of my objections, there is an increase in the Federal 
motor fuel tax, then I feel that it is imperative that such a bill providing for 
tax increase include the provisions of the Schwengel bill (H.R. 1343), which 
would change the level of imposing the gasoline tax from the time of sale by 
the manufacturer to the time of sale by the wholesale distributor. 

Also, I wish to make known my objections to two fair trade bills, namely 
H.R. 1253 and S. 1083. I feel that the passage of either of these bills can only 
mean higher prices for consumers, and, rather than subjecting me, as a petro- 
leum distributor, to Government control, would in reality subject me to com- 
plete price control by my supplier, a large integrated oil company. Therefore, 
I urge you to vote against these bills. 

Please include this letter in the record of the hearings on these issues. Thank 
you for your consideration. 

Sincerely, 
F. A. BoGArErt. 


Corp. 
Elmira, N.Y., July 16, 1959. 

Hon. D. MILs, 

Chairman, Ways and Means Committee, 

House Office Building, Washington, D.C. 


Dear Str: As a local gasoline distributor in New York State we would like 
to state that we are strongly opposed to any increase in the Federal gasoline 
tax at this or any other time. 

Taxes on gasoline at present constitute 30 percent of the retail price in retail 
stations. We have been the victims of an unprecedented 50-percent increase 
in State taxes already this year. Any further increase which has to be passed 
on to the ultimate consumer will seriously affect our area economy. Consumers 
will use less gasoline and thus will remain at home, rather than ride the new 
highways under construction. Will not your very purpose of highway con- 
struction then be defeated? 

We strongly urge that an alternative for funds can be found in economizing 
in Government operations. Perhaps the Air Force Academy can do without 
thousands of dollars of new curtains; perhaps congressional junkets can be 
cut to a minimum (including visits to Russia); perhaps price supports to 
marginal industries can be removed; perhaps your Government payroll could 
be reduced by reducing the number of employees and increasing the efficiency 
of the existing output. 

We are an independent distributor who would like to stay in business. As 
you increase your taxes, you are necessarily reducing our margin (pennies per 
gallon) and public consumption. As we see it, if this procedure continues, you 
will eventually push the small man out of business. We can then point to Gov- 
ernment and say that our own representatives caused our business to collapse— 
a sad commentary about elected officials. 

We would like this letter to be made a matter of record for the hearings 
scheduled for July 22, 1959. 

Very truly yours, 
R. W. Cornett, Secretary. 
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SINCLAIR REFINING Co., 
Ithaca, N.Y., July 17, 1959. 
Hon. D. 

Chairman, Ways and Means Committee, 

House Office Building, 

Washington, D.C. 

Deak Siz: As a commission marketer, an independent businessman, for Sin- 
clair I feel strongly that further increases in motor fuel taxes will seriously 
affect the economy of New York State. 

I urge that you turn down the proposal for an increase in the Federal gas 
tax. Dealing directly with over 12 retail service station dealers, I know that 
they agree, also. 

I request that this letter be made a matter of record at the public hearings 
of July 22, 1959. 

Yours truly, 
RoBERT W. ANDREE. 


Voer Gas & OIL, 
Dansville, N.Y., July 16, 1959. 

Hon. D. MILLs, 
Chairman, Ways and Means Committee, 
House Office Building, 
Washington, D.C. 

My Dear Mr. Mitts: Relative to the proposed increase in the Federal gas tax 
I feel that the present 6-cent State tax and the 3-cent Federal tax is high enough, 
and therefore am opposed to any further tax increase. 

I request that this letter be made a matter of record of the hearings. Thank 
you. 


Yours very truly, 
CHARLES G. MAICHLE. 


THE CRYSTAL FLASH PETROLEUM CorpP., 
Indianapolis, Ind., July 20, 1959. 

Representative W. M. MILLs, 

Chairman, Ways and Means Committee, 

House of Representatives, Washington, D.C. 

DEAR CONGRESSMAN MILLS: We are most concerned about the current recom- 
mendations for increasing the Federal gasoline tax. We, in Indiana, are 
definitely against any increase in taxes on gasoline, diesel fuel, and special motor 
fuels, whether it be temporary or permanent. 

We understand that Federal automotive and motor fuel taxes yielded $3,589 
million for the fiscal year ending June 30, 1958, but that $1,510 million, or more 
than 42 percent, was diverted for nonhighway purposes. These taxes that are 
being diverted are more than sufficient to pay for the present Federal highway 
program. 

If, despite all of the objections that you and the members of the Ways and 
Means Committee are receiving, the Federal gasoline tax is imposed, then it 
is imperative that the bill providing for such increase should include the pro- 
visions of the Harrison bill (H.R. 101) which would change the level of im- 
posing the gasoline tax from the time of sale by the manufacturer to the time 
of sale by the wholesale distributor. 

We sincerely believe that an increase in the Federal gasoline tax is unfair, 
unjnst, and unneeded. 

Please enter this letter as part of the record at the Ways and Means Com- 
mittee hearing which is to be held July 22, 1959. 

Thank you for your consideration and assistance. 


Very truly yours, 
Frep M. FEHSENFELD, Vice President. 
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K. C. JEFFRIES O11 Co., 
Miami, Okla., July 17, 1959. 

Hon. MILLs, 

Chairman, Ways and Means Committee, 

Washington, D.C. 


DEAR CONGRESSMAN: My complete organization and business associates are 
definitely opposed to any increase in Federal tax on gasoline, diesel fuel, and 
special motor fuels. Additional funds if needed for the highway program should 
come from general revenue. 

We feel like this is definitely an inflationary move to increase the gasoline tax 
as today we have evidence that the Government and business is trying to cur- 
tail the inflationary move with the position that “Big Steel” has taken today. 

If in spite of my objection and the objections of many others, the Federal gaso- 
line tax is increased then it is imperative that the bill providing for such an 
increase include the provisions of the Harrison bill (H.R. 101) which would 
change the level of imposing the gasoline tax from the time of sale by the 
manufacturer to the time of sale by the wholesale distributor. 

Please have this letter included in the records of the hearing. 

Sincerely yours, 


K. C. Jerrries, President. 


Dickey & SHaver, INc., 


Wayzata, Minn., July 16, 1959. 
Hon. Wrsvur D. 


Chairman, House Ways and Means Committee, 
Washington, D.C. 


DEAR REPRESENTATIVE Mitts: I write this letter not only out of personal con- 
cern for the welfare of our own business but as an expression of the views of 
many members of Northwest Petroleum Association of which I am a vice 
president. Northwest is an organization of some 800 petroleum jobbers in Minne- 
sota and North Dakota. 

It is our hope that your committee will see fit to not recommend an increase in 
Federal gasoline tax. An increase in the Federal tax would be a further 
encroachment on an area of taxation which has traditionally been a province 
of the various States. It would put additional costs on the already heavily 
taxed users of roads and we feel that a greater portion of costs of the Inter- 
state Highway System should be borne out of general taxation on the basis that 
considerable import has been placed on the position of the system with respect 
to national security and defense. 

The level at which the Federal tax is assessed is a concern to us. Under 
present practice a jobber is billed for the tax on the invoice from his supplier 
and must pay the tax in order to avail himself of the 10-day cash discount 
provision on the invoice. This requires additional working capital on which 
the jobber must pay interest. 

Any increase in gasoline tax, regardless of the level, increases the burden of 
receivables except in those minority cases involving a cash sale. To many 
jobbers this is an extremely critical problem because very few of us are able 
to compete successfully against larger companies in all industries in the market 
for favorable interest rates on working capital 

The fact that gasoline is a volatile liquid and cannot be handled without 
product loss also adds a cost which is not presently recognized by the Federal 
Government. It is impossible to sell 1,000 gallons for each thousand we buy, yet 
we are required to pay the tax on the full thousand gallons. We feel that rec- 
ognition should be taken of this and that an allowance should be provided to 
compensate for this problem of handling a volatile liquid. 

Despite all the prudence any of us are able to exercise in extending credit 
some credit losses are unavoidable. While we do not expect the Government 
to condone unwise credit practices we do feel that it should recognize unavoid- 
able credit losses as a fact of business life and give the seller of gasoline some 
allowance in ‘handling a tax which is humanly impossible to collect in its 
entirety. 

We were told about 2 years ago that the creation of the allowances which 
we felt were needed would create too serious a problem of mechanics within 
the Treasury Department. We think this is entirely beside the point and in 
this respect cannot resist comparison of the mechanics of handling the gasoline 
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tax to the handling of the tax on cosmetics, jewelry, luggage, et cetera, where 
the tax is levied at the point of ultimate sale and the matter of collecting and 
reporting the tax is almost 100 percent a case of the integrity of the seller. 

Again, it is our hope that the Federal gasoline tax will not be increased but, 
in any event, we feel that we are justified in asking consideration of the various 
aspects of the tax which we cite above as being of concern to petroleum jobbers. 

It would be greatly appreciated if this letter can be included in the record 
of hearings on this issue. 

Thank you very much. 

Yours truly, 


C. H. SuHaver, President. 


JAMESTOWN, N.Y. 
Hon. D. MILs, 


Chairman, Ways and Means Committee, 
House Office Building, 
Washington, D.C. 

DEAR Srr: I would like to state to you and to the public that I am emphatically 
opposed to the proposed increase in the Federal gasoline tax. 

Although I am a firm believer in taxes, providing they are properly used, in 
this case the money received as revenue from the extra high gas tax would not 
be entirely allocated for road improvements, highway needs, ete. Has 
there ever been a case where all the money received from gasoline tax has been 
put back into improvements for the motorist? 

Why should the motorist alone be penalized to pay taxes that are used for 
other purposes? Why not tax the air we breathe when over one-third of a gallon 
of gasoline we buy is tax, and taxes not used entirely for our benefit? 

Oh, yes, you boys will push this bill through with the stipulation that the 
tax will be canceled (if and when) as soon as there are enough funds for the 
Federal highway program. We've been hearing this line for years, not only 
from State but Federal officials—and has any tax ever been canceled? 

I could expound numerous reasons why I am in opposition to the proposed in- 
crease but those I have mentioned will suffice. 

In closing, give these comments some thought, and think not only of the large 
oil companies and service station operators that will be affected—but also 
have a heart for the little guy—the taxpayer that already is working over 1 day 
a week to pay your salaries so you can make decisions for us. 

I request that this letter be made a matter of record at your forthcoming 
hearings. 

Respectfully, 


JoHN W. WISE. 


PirrssureH, Pa., July 17, 1959. 
Hon. Wiisur D. MILLs, 
Chairman, Ways and Means Committee, 
House Office Building, 
Washington, D.C. 


Dear Sir: I am definitely opposed to any increase in the gasoline tax and 
trust you will cooperate in doing all possible to avoid any further increase in 
motor fuel taxes. 

I also ask that this letter be made a matter of record at the hearings. 

Yours truly, 
RicHarp J. MurPHy. 


PitrspurGH, PA., July 17, 1959. 
Hon. Wiisur D. MILLS, 
Chairman, Ways and Means Committee, 
House Office Building, Washington, D.C. 

Dear Sir: I am not opposed to taxes as such, because I recognize the necessity 
of some form of revenue to carry on the functions of the Government. However, 
I am unalterably opposed to any more taxes than we are already burdened with 
and I am especially opposed to the proposed increase of gasoline taxes. 
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I will appreciate your cooperation in forestalling any attempts to increase the Th 
gasoline tax and I wish this letter to be made a matter of record of the hearings sous) 
on this proposed tax. 

Sincerely, 


PATRICIA CUSTER. 


PITTSBURGH, PA., July 17, 1959. 


Hon. D. MILLs, Hon 
Chairman, Ways and Means Committee, Cha‘ 
House Office Building, Washington, D.C. How 

Dear Str: I wish to express my definite opposition to any further increase Was 
of the gasoline tax. While I am fully aware of the necessity of taxes to operate D 
the Government, I believe the time has come for a concerted effort to be made to hea 
live within the present means rather than constantly looking forward to increas- I 


ing the already heavy tax burden. I would, therefore, appreciate your efforts 
for defeating any attempts to further increase an already heavy gasoline tax, 
I further wish that this letter be made a matter of record of the hearings on 
this proposed increase. 
Very truly yours, 
L. J. GRUENER. 


PirrspurRGH, Pa., July 17, 1959. 
Hon. D. MILLs, 
Chairman, Ways and Means Committee, 
House Office Building, Washington, D.C. 
Dear Sir: I definitely oppose any attempt to increase the gasoline tax, and 
will appreciate your cooperation in forestalling any attempts to increase this tax. 
I also understand that public hearings will be conducted by the Ways and 
Means Committee on the proposed gasoline tax increase. Please make this letter 
a matter of record of these hearings. 
Very truly yours, 
ALICE CHACNES. 


PrrrssureH, Pa., July 17, 1959. 
Hon. D. MILLs, 
Chairman, Ways and Means Committee, 
House Office Building, 
Washington, D.C. 
Dear Sir: I definitely oppose any attempt to increase the gasoline tax, and 
will appreciate your cooperation in forestalling any attempts to increase this tax. 
I also understand that public hearings will be conducted by the Ways and 
Means Committee on the proposed gasoline tax increase. Please make this 
letter a matter of record of these hearings. 
Very truly yours, 
IRENE H. OLLerer. 


OxianomMa City, July 22, 1959. 
Mr. Leo H. Irwin, 
Chief Counsel, 
Committee on Ways and Means, 
New House Office Building, 
Washington, D.C. 

Dear Simm: With regard to the proposed gasoline tax increase, I wish to go 
on record as opposed to such additional tax. 

According to figures that have been published, the Federal Government col- 
lects some $3% billion in gasoline taxes now, of which some $114 billion is not 
used for highways, but has been diverted for other uses. Should this diverted 
money be used for the purpose it was intended, there would be no need for ad- 
ditional taxes on motorists. 

Here in the State of Oklahoma we now pay a tax of 9% cents per gallon. An 
additional 114 cents would bring the total to 11 cents tax on 1 gallon of gasoline, 
which seems a prohibitive amount. 
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The tax burden has become so heavy that it seems some method should be 
sought to relieve us of our burden, rather than attempting to make it heavier. 
Yours truly, 
(Mrs.) Nita HATCHER. 


Verona, Pa., July 20, 1959. 
Hon. D. 


MILLs, 

Chairman, Ways and Means Committee, 
House Office Building, 
Washington, D.C. 

Deak Sir: I understand that the Ways and Means Committee will open public 
hearings on July 22 on the proposed increase in gasoline tax. 

I am definitely opposed to any increase in this tax and will appreciate your 
making this letter a matter of record of the hearings. 

Very truly yours, 
J. Byers. 


(Whereupon, the committee adjourned at 3:08 p.m.) 
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